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NOTE BY THE DIRECTOR 


The plans of the Division of Economics and History of the 
Carnegie Endowment for International Peace have been 
transformed by the World War. Problems now calling for 
study transcend in importance those with which this Division 
has been dealing and material for research and record so far 
transcends any that was formerly available that it will demand 
almost exclusive attention for some years to come. A new 
world has evolved suddenly out of the world which we knew 
and the transformation extends to the foundations of gov- 
ernment and of economic life. 

The process of warfare itself is now so unlike that of former 
days that many military rules of the past have gone into the 
scrap basket. The late war ended when its deadliest tools 
had barely been brought into action. The peoples have 
fought as they had worked, by machinery, mechanical and 
chemical engines of destruction have decided the result and 
will decide in like manner the result of all wars of the future. 
Machine shops and chemical laboratories will so largely 
determine what armies shall win that fighting strength will 
be as much a matter of available capital and of science in 
applying it as of numbers of troops and strategy in directing 
them. Itissafe tosay that the death dealing arts and instru- 
ments will far surpass in destructiveness those which made 
the late war so deadly, and to a soldier of the future the order 
to march into a cloud of poisonous gas and a whirlwind of 
missiles will resemble an order to plunge into the rapids of 
Niagara. This is one central and obvious fact which the 
war has taught us and it has many corollaries, some of which 
have to do with the increased costs of war and the importance 
of the particular resources that make a nation powerful for 
offense and defense; but there are less conspicuous economic 
facts which are more fundamental, since they may determine 
where and when, if at all, wars shall hereafter occur. 

Causes of warfare are always partly economic and those 
which incited the recent one were mainly so. The business 
plans of a powerful state reached to the ends of the earth 
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and so crossed and interlaced the claims of other states that 
some writers, then and afterwards, pronounced the war inevi- 
table. If we assume a settled purpose on the part of such a 
state to encroach on the rights of others, we may say that it 
doubtless was inevitable. The victory of the defending 
countries has saved them from-an immediate and intolerable 
domination, but it can not be taken as an assured fact that 
similar attempts will never again be made. The economic 
inducement continues and the means may at some time be 
forthcoming. 

Within the several states war has democratized industry, 
giving to labor an increase of control—a change that if con- 
tinued will entail momentous consequences; but still greater 
effects have been produced on the relations of states to each 
other. The world as a whole has changed more than its 
component parts and the new relation of the parts to one 
another is the critical element in the situation. The great 
increase in the economic functions of governments is one 
cause of this condition. Within the great international com- 
munity in which the several states are units extensive eco- 
nomic functions have gravitated into the hands of govern- 
ments and-caused them to face each other as business rivals 
and to deal with each other in a multitude of ways in which 
the merely self-seeking policy of private business is intoler- 
able. Power to invoke principles of justice and international 
law as interpreted by a competent court has become an in- 
dispensable means of allaying strife and this fact exalts to 
supreme importance the high court of nations which has just 
been established. It magnifies also the importance of the 
economic facts and principles with which the law itself will 
have to deal. It is not merely individual men or private 
corporations who now meet each other in the rough and 
tumble of a world-wide mart but states themselves, each 
representing its own population and seeking to foster its 
interests as a zealous and faithful agent. The chances of 
friction that are inherent in ordinary commerce inhere today 
in vast international transactions and will increase in the 
measure in which the intercourse grows. All this means a 
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great increase in incentives to warfare, on the one hand, and 
in the motives for preventing it, on the other. Private com- 
merce unites more than it separates those who participate in 
it, and it remains to be seen whether international commerce 
will act in the same way; but, in view of what modern war 
means, the human race will deserve to perish, and much of 
it will probably do so, if the forces of strife are allowed to get 
the upper hand. Whether they will or not—whether the 
recent economic changes will tend to reduce warfare or to 
increase it—depends on the ability of nations to create and 
maintain the instrumentalities that in the new state of the 
world are necessary. 

Certain it is that the feeling which prevails today, the 
world over, is not one of security. The dread of further war 
is greater than it was before 1914. In some areas war still 
prevails, in others peace is held by a precarious tenure and 
in all it can be firmly established only by conscious and intel- 
ligent action by the states themselves. Mere exhaustion 
holds war dogs temporarily in leash, but it will take more 
than that to tame them as they must be tamed if peace is 
to endure. 

We here confront a wide difference between the several 
states in comparative desire for peace and disposition to 
maintain it. One portentous fact is the grim determination 
of Russian communists to extend their system by crude force 
from state to state. Bolshevism is government by the few and 
largely the bad masquerading as government for and by the 
people. In its mother country, Russia, the economic meas- 
ure by which it began its career was confiscation of private 
wealth—in itself an ultra-democratic measure. If this had 
brought in a true communism, it would have been a ruthless 
and unjust measure for creating a peace-loving state. A 
just and orderly democratizing of industry in the several 
states would give new strength to the forces of peace, and it 
would be highly improbable that any state so influenced would 
try to extend its system over foreign countries by military 
invasion. Democracy, socialism, communism and_ bolshe- 
vism all appear in the aftermath of the war. The first of 
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them makes for future peace and so does even the conserva- 
tive element in the second, while all else in the series means 
certainty of civil strife and danger of international war. 

The fact that during the war governments had to take on 
innumerable functions that were formerly in private hands 
has lent an impetus to socialism and to the perverted growths 
that have accompanied it, and it has created a new inter- 
national system the meaning of which is profoundly signif- 
icant, though he who runs can not so easily read it. There 
are dangerous features in the system which the war evoked 
and, happily for mankind, there are available safeguards 
which were evoked with them and need to be retained if 
human effort can do it. 

By a compulsion that there was no resisting, the war forced 
the nations of the Entente into economic cooperation with 
each other. Commissions centering finally in the Supreme 
Economic Council adjusted in a harmonious way questions 
that would otherwise have led to rivalry and conflicting 
action in purchasing war materials, securing ships, appor- 
tioning food, controlling railroads, financing the war and 
doing a multitude of other things with the one common pur- 
pose of victory. The special compulsion of the struggle is 
over, but it has left an aftermath of issues grave enough to 
make peace insecure unless something equivalent to the 
Supreme Economic Council survives in full efficiency. The 
agency that did so much to win the war can do so much to 
prevent another one, but to that end it will have to be guided 
by economic principles and it is a saving fact that these still 
survive. The war has not abolished the law of demand and 
supply, though governments may forget it. In the coming 
era they must build better than they now know. Economic 
knowledge must either go in advance of action and prevent 
disaster or follow action and be learned from disaster. Be- 
yond computation is the importance of attaining the knowl- 
edge and using it when evil impends and prevention is possible. 


JouHN BaATEs CLARK, 
NEw York, Director. 
September 27, 1920. 


PREFACE 


For the actual compilation of this treatise we are indebted 
to Mr. Tamiz6 Kushida, a well-known student of economic 
subjects. The task involved a vast amount of investigation, 
facilitated in the main by the works of reference cited in the 
accompanying bibliography, and frequently complemented by 
material specially prepared and made accessible by the Fi- 
nance Department. 

The principal theme of the present work relates to the his- 
tory of the Japanese war taxes. However, the work contains 
also an exposition of statistical analyses and their economic 
effects. The importance of affording European and American 
readers a brief knowledge of the history of Japanese taxation 
in general led the author to a continuous description of the 
facts and statistics relating thereto during those eventful 
years between 1868 and 1913, thus making the connection as 
clear as possible In dealing with these facts and figures the 
writer must have met with serious difficulty, the distinction 
between war taxes and non-war taxes being very frequently 
vague. Similar difficulty presented itself in distinguishing 
the facts which stand in close touch with war taxes from those 
independent thereof. 

The writer’s endeavors resulted in bringing to light the 
following facts: Japanese war imposts have shown heavy in- 
creases from one period to another, until at present their pro- 
ceeds represent nearly 65 per cent of the total revenue from 
taxation; before the war with China direct taxes had pre- 
vailed, whereas since that war indirect taxation has much 
increased, and at the present moment we see that direct 
taxes constitute 34 per cent and indirect taxes the remaining 
66 per cent; as regards the distribution of public burden and 
the ensuing diversity in the enjoyment of political rights, we 
notice that in the beginning such direct taxes as those on land 
were dominant, and naturally the superior strength of the 
landowners and peasantry had to be reckoned with, but when 
subsequently such direct levies as those on trade and industry 
(the business tax, etc.) were introduced, the capital-owning 
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classes, commercial and industrial, began to hold up their 
heads beside the peasantry, and thenceforth these opposing 
classes have contended for economic supremacy. Increased 
imposts thereafter consisted in greater part of indirect taxes, 
which are partial to the direct interests of neither of the con- 
tending rivals. As the Japanese laborers are not yet organ- 
ized into a‘social or political class, their burdens have con- 
sequently increased in rapid succession. Lastly, the author 
depicts the noteworthy fact that, economically speaking, 
national production has not been affected by the war taxation 
to any extraordinary extent, though in point of distribution the 
livelihood of smaller wage earners, especially the peasantry 
and laborers, has been appreciably impaired, for they bear a 
far heavier burden than is suited to them. 

The characteristic feature of the present work lies in the 
social-political point of view, to which the author devoted 
his best efforts in the consideration of the consequences of war 
taxation, as well as in the collection of minute and highly 
instructive statistics regarding the conditions of income and 
livelihood of each specific social class. 

The author’s patient scholarship and great diligence seem 
to me to be deserving of the highest praise. 


USHISABURO KOBAYASHI. 
Tokyo, JAPAN, 
April, 1916. 
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EXPLANATORY TABLES 


VALUE OF JAPANESE CURRENCIES 


Japan adopted the gold standard system in 1871, but the inconvertible paper 
money became principal currency a few years later. In 1886 the paper money 
became convertible into silver and after that date the Japanese currency system 
was the silver standard de facto, until on October 1, 1897, the gold standard system 
was legally adopted. The figures necessary to ascertain the value of Japanese 
currencies are given below: 

(1) 1 gold yen (according to Coinage Law of 1871) contains 1.5 gramme pure gold. 

(2) 1 gold yen (according to Coinage Law of 1897) contains 0.75 gramme pure gold. 

(3) I silver yen contains 24.261 gramme pure silver. 

(4) The value of 1 silver yen in the English currency (according to the demand 
rate of exchange on London in the average of the year) is as follows: 
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(5) The value of 1 yen of paper money in the English currency (calculated on the 
basis of the above mentioned exchange rate and the quotations of the silver 
price in the Tokyo Exchange in the average of the year) is as follows: 
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(6) 1 ryé (unit of value of the old currency system) was declared in the Coinage 
Law of 1871 to be equal to I yen. 
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PART I 


HISTORICAL SURVEY OF TAXES 
FOR WAR AND ARMAMENT 


Notre.—In the tables throughout this volume, fractions of 
yen greater than one half have been counted as a whole yen 
and the other fractions have been disregarded. 


CHAPTER I 
INTRODUCTION 


With the demise of Emperor Mutsuhito in 1912 ended the 
forty-five years of the Meiji Era, and a new period dawned 
with the glorious name of Taisho (Great Justice). During 
those forty-five years, or practically half a century, the Japa- 
nese nation passed through five civil strifes, one expedition, and 
three international wars: the War of Restoration from 1868 
to 1871, Saga disturbances and the Formosan Expedition of 
1874, rebellions of 1876 in Hagi and Kumanoto, known as the 
Jimpiren trouble, Satsuma Rebellion or Seinan War of 1877, 
war with China in 1894-95, Boxer Uprising of 1901 in North- 
ern China, and the Russo-Japanese War of 1904-5. Nearly 
ten years in all were spent in warlike activities, and if we take 
into account half a year, respectively, both preceding and fol- 
lowing each war, which for practical purposes can reasonably 
be called war time, some twenty years, or nearly half of the 
whole period of Meiji, were spent in a state of war. If born in 
the first year of Meiji (1868), one must have passed half his 
life amid scenes of terrible bloodshed. 

If we turn our attention to the financial and economic his- 
tory of Japan, we shall invariably find that every cessation of 
war, be it civil or international, is followed by readjustments 
of war loans, as well as by the expansion of armaments. 
Strange to say, notwithstanding the above-mentioned fact, her 
economic development after each war was remarkable. It 
was no less the case with the War of the Restoration and the 
Rebellion of Satsuma than with the Sino-Japanese and the 
Russo-Japanese Wars. It was chiefly asa result of the Seinan 
War that the Empire was unified in complete subjection to the 
central government, and it was the war with China that did 
most to enable Japan to attain a stage of national economy. 
War and economic development go hand in hand, just as the 
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shadow follows the substance. It is needless to dwell upon 
the fact that war and armaments have had no inconsiderable 
effect upon the economic and social conditions of our nation at 
large. 

My subject-matter as regards the financial and economic 
effects of war and armaments during the Meiji period has to do 
with the establishment of new and the extension of old taxes as 
means to meet the expenses of war and military preparations. 
This is what I mean by “‘historical and statistical investiga- 
tion of Japanese war taxes and their economic effects.”’ 

By way of introduction, I shall say a few words upon the 
definition of war taxes and the method of my investigation. 
By a ‘‘war tax’’ is meant.a tax pertaining to war and arma- 
ments, or, to be more exact, a tax collected in order to raise 
war funds and to meet military expenses. War taxes in this 
sense can be classified from various points of view. They can 
be either direct or indirect war taxes, according to the direct 
or indirect relation in which the taxes stand to the war and 
armaments. They can be either simple or complex war taxes, 
according to the object of taxation, which may aim at simply 
raising war funds or, as is frequently the case, may be intended 
to serve more purposes than a simple defrayment of war ex- 
penditure. A tax may be a war tax in the narrower sense when 
it is collected to meet the actual expenditure of warfare, or it 
may be a war tax in the wider sense when raised in order to keep 
up armaments, that is, naval and military forces. There can 
be made other classifications from different points of view; but 
what I have to consider in this treatise is war tax plain and 
simple, directly connected with war, or, in other words, taxes 
levied simply to cover war expenses on the one hand and naval 
and military expenditure on the other, whether it be ordinary 
or extraordinary. Taxes imposed to maintain a reserve fund 
for military purposes or to pay pensions and reward merits to 
soldiers or to repay the principal and interest of war loans for 
armaments are sometimes called war taxes, though only in- 
directly connected with war; but in the present research we 
shall leave them out of our consideration. 
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The origin of the Japanese war taxes may be traced as far 
back as the remote age of samurai ascendency (1185) before 
the Tokugawa Shogunate, when they were exacted as contri- 
bution to military provisions, chiefly in the form of rice. Only 
those taxes newly levied or increased during the Meiji Era 
(1869-1914) come within the scope of the present investiga- 
tion, the classical taxes of remote ages being left out of account. 
We shall for convenience divide our study into two parts, the 
first dealing with the historical and statistical facts of the war 
taxes in the whole system of taxation, and the second with their 
effects upon our national economy and finance. 

Our second part consists of three main features of observa- 
tion: first, an analytical study of each individual tax and its 
effect on the object of taxation; secondly, a synthetic study of 
war taxes as viewed from their effect on our national economy 
as a whole; and, lastly, an observation on this effect in the 
light of central and local finance. An economic effect of a tax 
is viewed from two main points, namely, quantity and effi- 
ciency of production and distribution of wealth. The effect 
of a war tax on public finance is considered from the point of 
view of whether it conforms with what is scientifically called 
the finance-political principle, that is to say, whether it could 
raise enough receipts to defray the estimated war cost and 
military expenses, and whether the amount levied could meet 
with the elastic needs of financial circumstances. 


Of all the Japanese national expenditures since the opening 
of the Meiji Era, every item of which has shown an ever-increas- 
ing tendency, whether they be military expenses, national 
loans, or expenditures for general administration, military and 
war expenses take the foremost place. In the beginning of 
Meiji the sum of 1,605,734 yen was all that was spent for mili- 
tary and naval forces, while in 1912 the expenditure amounted 
to a total of 214,641,579 yen, or 130 times the original sum, the 
ratio of the military expenses to the whole annual expenditure 
increasing during the period from 5.3 per cent to 36 per cent. 
Thus, it is clearly shown that in rapidity of increase these 
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expenses again hold the foremost position. War expenses up 
to 1875, inclusive of the outlays for chastising the Ou rebels, 
for quelling the Hagi and Saga Rebellions, and outlays for 
Korean affairs and the Formosan Expedition are as follows: 


Yen 

First period (Dec. 1867>Dec., 1808) saat rts eee 4,621,633 
Second (Jan. ,"1869-Septy, gl 660) #in- ie one ef ar ener ier 2,625,644 
Thirds (Sept. T869—Sept451870) ohare ees cee eee eee 1,546,984 
Fourth ‘‘ (Oct., '1870-Sept., ES7 1 vcd erie cveekar nc eee ee: 1,140,072 
Fifth SS o(Octts 1871 Deer eT O7 2) ees eens ate ee pe re ates 3,638 
Sixth Af a (Jani 1873—DeC41 873) tes. aera: oh eee eeerareaes 82,404 
Seventh: (jant, 1874—Deesi1 574 ese sect eee er ieee ae re nee 3,229,879 
Bishth se (janih1875-) nel 75) ance eae Gel seen) Never ears 1,474,057 
Eighth fiscal year.(1875) 2c. e oe dep eer ray cae 489,552 

botalaaie we tne eee ee eit es Po be Pleiete OS 15,213,863 


The war cost of the Seinan Expedition (1877) amounted to 
41,567,727 yen, and that of the Sino-Japanese War (1894-95), 
including both general and special accounts, to 232,609,771 
yen, to which must be added the sum of 800,000 yen for general 
expenses in connection with the war. The Boxer War (1901) 
cost Japan 43,602,243 yen for military and naval expenses, 
together with incidental expenditures, while on the Russo-Jap- 
anese War Japan spent about 1,700,000,000 yen. The grand 
total of the war expenses during the Meiji Era thus comes to 
something like 2,000,000,000 yen. If we add to these the 
expenditures for the completion of military replenishment, we 
shall probably obtain hundreds of thousands of yen more. The 
methods of defraying these immense war expenditures varied 
with the times. Before the war with China, the funds were 
mainly furnished through public loans, especially compulsory 
loans, contributions, etc.; since that war the government has 
had recourse to voluntary loans and taxation at the same time. 
The method of covering the war cost was again different from 
that of defraying military expenditure; for the former, public 
loans (voluntary and compulsory) being relied upon, and for 
the latter, war taxes. 

Just as the percentage of military expenses to the total ex- 
penditure of the nation has increased from year to year, the 
taxes levied for warfare and armaments surpass in magnitude 
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other taxes imposed for general administration and govern- 
ment enterprises, the rapidity of increase being especially re- 
' markable since the Sino-Japanese War. The annual revenue 
of the government has increased no less considerably than the 
annual expenditure. The total of the ordinary and extraor- 
dinary revenues for the first fiscal period was 33,000,000 yen, 
which increased in the year just preceding the Seinan War 
(1876) to 52,000,000 yen, and in the year preceding the Sino- 
Japanese War (1893) to 89,000,000 yen, while in 1912 it reached 
the enormous sum of 580,000,000 yen. This sudden increase is 
mainly ascribed to a corresponding increase of public loans in 
the extraordinary revenue and to another increase of taxation 
in the ordinary revenue. Putting public loans aside for the 
present, the revenue from taxation, which was only 30,000,000 
yen in the first fiscal period, and which increased in 1876 to 
50,000,000 yen and in 1893 to 70,000,000 yen, now roughly 
amounts to 456,000,000 yen. This shows the fiscal develop- 
ment of the last twenty years since the Sino-Japanese War, so 
that we can not deny the fact that this rapid increase of tax 
revenues has some direct or indirect connection with war. It 
is true that revenues intended to cover the expenses of general 
administration and public enterprises made during this period 
show equally significant progress, but the increase of revenue 
is especially notable as regards the taxes imposed for war and 
armaments. This is why the war taxes, as contrasted with 
other taxes, have increased in larger proportion in their per- 
centage to the total revenue, just as the annual expenditures 
for arms and armaments have occupied year after year the 
foremost place among the total national outlays of this coun- 
try. The historical facts relating to each of the above-men- 
tioned civil strifes and wars, and the sum of the war taxes 
imposed for warlike purposes during these tumultuous years, 
as well as the position of these war taxes in the total revenue 
from taxation and the kinds and rates of these levies, will be 
given presently. - 


CHAPTER FL 


FROM THE RESTORATION TO THE 
SATSUMA REBELLION 


The government system of the Tokugawa Shogunate, in the 
first half of the nineteenth century, began to weaken in its 
social and economic foundations, though still maintained by 
sheer force of lingering custom and tradition. It was Com- 
modore Perry’s advent at Uraga in 1853 that gave a final stroke 
to this decaying organization with its gradually declining in- 
fluence. Indeed, an American sailor was destined to effect a 
new departure in the history of the Empire. Great confusion 
prevailed all over the country, until in October, 1867, Keiki 
Tokugawa, the last of the Shoguns, finally restored to the 
Emperor the reins of the national government. The ancient 
régime of the Imperial sovereignty was thus revived after a 
long period of two hundred and sixty-five years from the in- 
auguration of the Tokugawa Shogunate by Iyeyasu and six 
hundred and eighty-two years from the foundation of samurai 
government by Yoritomo. Hence the name “Restoration of 
the Imperial government.’’ Those clansmen in the north- 
eastern and central parts of the land-who felt discontented 
with this change threw off their allegiance and revolted in 
January, 1868 (fourth year of Keio, i.e., first year of Meiji), 
under the Shogun Keiki in the vicinity of Kyoto. In the war 
which ensued, victory attended the Imperial arms throughout. 
Another flag of revolt was hoisted by the combined forces of 
twenty-four clans of Ofi and the northeastern districts, only to 
be soon subdued by the Imperial army. With the fall of 
Hakodate in May, 1896, where the government forces had be- 
sieged the insurgents, the country was at length united under 
the Imperial government of Meiji. Thus the War of the Res- 
toration was brought to an end. 

The war cost amounted to a total of 8,908,333 yen, and this 
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was defrayed ina singular way. Although the reins of govern- 
ment were restored to the throne, the real power of finance 
still remained with each clan, and the principal sources of state 
revenue, including, of course, land taxes and other imposts, 
came far short of the requirements, owing to the political dis- 
order throughout the country. Such being the circumstances 
at the time of the war, to increase old or to introduce new levies 
on the people at large was out of the question. The govern- 
ment, therefore, had to rely upon wealthy men in large cities, 
such as Tokyo, Yokohama, Osaka, Kobe, Otsu, etc., for their 
contributions and loans, as well as upon the issue of govern- 
ment notes (Dajokwansatsu).1 Between 1874 and 1877 the 
nation encountered three civil uprisings, i.e., the Saga Rebel- 
lion, the Hagi Insurrection, and the Jimpiiren troubles at 
Kumamoto, while it dispatched abroad expeditions to Formosa 
and Korea. The suppression of these internal disturbances 
cost Japan in all 1,172,364 yen, whereas for the Formosan 
Expedition she spent 3,618,059 yen, and for the Korean Expedi- 
tion 489,552 yen. Needless to say, these extraordinary out- 
lays had no small influence upon the balance between expend- 
iture and revenue, especially at a time when our financial 
condition was so feeble. But the amount required for these 
purposes was altogether too small to necessitate any special 
introduction of new taxes or increase of old taxes, ordinary 
revenue being quite sufficient to make both ends meet. 

We must conclude, in view of these facts, that in the period 
between the War of the Restoration and the Seinan War no 
war taxes were newly levied nor were any old ones extended for 
warlike purposes. 

The military organization during the period consisted of 
two different sorts of land forces. Those troops who fought 
under the Imperial flag in the war of the Restoration still 
belonged to the jurisdiction of each separate clan, whereas only 
a small number of soldiers called out of the Satsuma, Chéshu, 
and Tosa clans formed what may really be regarded as the 
government army. The expenditure on military and naval 


1 Cf, our investigation on the war cost in War and Armament Loans of Japan. 
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forces was consequently very small, being 1,575,736 yen for 
ordinary and extraordinary expenditure on the army and 
30,000 yen for extraordinary expenditure on the navy, making 
a total of 1,605,736 yen for the first period, namely, only 5.3 
per cent of the entire state expenditure. Unity of military 
power was attained in 1871, when the troops of the three clans 
above mentioned were called to Tokyo, forming a more sys- 
tematic army, then termed Goshinpei (Bodyguard), while the 
troops ofeach clan were dissolved and four garrisons established 
at Tokyo, Sendai, Osaka, and Kumamoto. Military expendi- 
ture thenceforth began to increase, the total expenditure for 
the army, inclusive of both ordinary and extraordinary ac- 
counts, amounting to 3,252,767 yen for the fourth period, or 
16 per cent of the total national outlay. 

In 1872 the control of national defense, which had hitherto 
come under the jurisdiction of the Ministry of War (Hyobusho), 
was divided between the newly-established departments for 
military and naval affairs. The samurai class was now de- 
prived of its military character and a system of general con- 
scription provided, and a Naval Act was passed to enable the 
construction of warships to be started. This led to a complete 
readjustment of the military and naval organization of this 
country. In 1876, namely, one year before the Seinan War, 
the total expenditure for the army, inclusive of both ordinary 
and extraordinary accounts, stood at 6,904,829 yen and that 
for the navy at 3,424,998 yen, thus making a total outlay of 
10,329,827 yen, or 17 per cent of the entire annual expenditure. 
_ In such a state of affairs, the annual revenue of the nation 
must of course meet the ever-increasing expenditure on ar- 
maments, as otherwise its financial standing might be impaired. 
Taxation was twice employed for that purpose. The first 
taxes of 1868, levied with a view to complete the organization 
of the army at the time of the Restoration, were in the form 
of provincial assessments on such feudal lords as had renewed 
allegiance to the Emperor. With these, the military taxes of 
the Meiji Era made a start. Mezji-Shiyo 1 records the fact that 

1A Brief History of the Meiji Era, compiled by the Dajokwan, vol. 1, p. 78. 
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on each clan was imposed the obligation to supply, for every 
10,000 koku of income, 10 men (3 men for the time being) 
intended for the defense of the capital, besides a reserve corps 
of 50 men for the defense of the respective districts, and an 
‘assessment of 3,000,000 yen as war funds. On each clan with 
an income of less than 10,000 koku a corresponding amount 
was assessed as war funds, but no military service was de- 
manded. The second taxes, which were levied in 1873 in order 
to provide for military and naval expenses, were those imposed 
on the hereditary incomes of the nobles and members of the 
samurai class. These originated in the taxes of 1869 (kanroku- 
zet) on salaries of all officials under the central government and 
prefectures, which were abolished in December, 1869, for a 
time in consequence of the reform carried out in the stipend 
system. The above-mentioned taxes on the stipend (kanro- 
kuzet), originally imposed by a government decree of Decem- 
ber, 1873, excepting the prize stipend, were intended to apply 
after 1874 to the nobles and the shizoku, or samurai. The 
decree classified the taxable hereditary stipend in rice into 335 
grades, from 5 koku to 65,000 koku, while the rate of assessment 
was fixed upon the principle of progressive taxation, theamount 
ranging from I sho to 25,000 koku. To maintain equilibrium 
of burden, kanrokuzei (taxes on salaries) were reintroduced by 
the decree of April, 1874. Another decree of May, 1875, 
extended the liability to pay taxes to heimin (common people) 
who might’ possess hereditary stipends. Still another, of De- 
cember of the same year, imposed taxes on the hitherto exempt 
prize stipend. In August, 1876, an Act relating to the issue of 
hereditary pension bonds became effective, and since 1877 
every form of hereditary and prize stipend has been abolished 
and pension bonds granted instead; naturally the taxes in 
question were made invalid in absence of the taxable objects. 
Among the taxes on stipend, those levied on the nobles and 
samurai caste alone pertain to war and armaments; neverthe- 
less, as they can not be severed from the two remaining stipend 
taxes, the entire revenue may conjointly be mentioned. From 
the eighth period to the ninth fiscal year, it amounted toa total 
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of 7,155,144 yen, which consisted mainly of taxes on the nobles’ 
and samurats’ stipend, the other two sorts obviously bringing 
forth quiteasmallsum.! The military taxes during the period 
preceding the Seinan War are thus limited to provincial assess- 
ments and to taxes on hereditary incomes of the nobles and > 
samurai caste, both intended to cover the cost of national 
defense. 


1 Cf. Shigenobu Okuma, Kessan-hokokusho for Eight Periods; and Financial His- 
tory of Me1ji Period, vol. vi. 
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FROM THE SATSUMA REBELLION TO THE 
SINO-JAPANESE WAR 


In the preceding pages we have considered the taxes exacted 
for warfare and armaments from the Restoration to the ninth 
year of Meiji (1876). We have noted that during that period, 
which was one of incessant civil strife, perhaps reasonably to 
be expected under a newly established government, there was 
no introduction of new or increase of old taxes to meet the war 
cost; military taxes were only twice levied in order to complete 
military and naval outlays. The Satsuma Rebellion or the 
Seinan (Southwestern) War, which broke out on February 5, 
1877, at Kagoshima, was on a much larger scale than the pre- 
ceding insurrections of the opening years of Meiji. This 
rebellion was, properly speaking, an internal strife among the 
supporters of the new government of Meiji. It lasted for 
nine months, extending over alarge area. Participating in the 
engagements were 62,000 soldiers, 2,104 sailors (some 64,000 
men in all), and 14 warships, besides 23,500,000 employees and 
coolies, and a total expenditure of 41,567,726 yen was incurred. 
How to defray the expenses was a hard problem for the govern- 
ment, for the introduction of new or the increase of old levies 
might impair popular sentiment, as the prestige of the new 
polity was not as yet universally recognized throughout the 
land. There was no prospect of raising national loans from 
the public. At length, a loan of 15,000,000 yen at the low in- 
terest of 5 per cent per year was contracted with the Na- 
tional Bank, the inauguration of which, by virtue of the heredi- 
tary pension loans invested as its capital, had at that time been 
in contemplation by Tomomi Iwakura, who agreed to the 
government loan in exchange for the privileges granted by the 
authorities, thus facilitating the establishment of the bank. 
But this was, so to speak, a mere makeshift. The amount 
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borrowed did not come up to the fiscal exigencies of the war. 
The course of the hostile activities called for an urgent supply 
of additional war funds, and the government was forced to 
issue new paper money to the amount of 27,000,000 yen, to 
which was added a contribution of 10,000 yen from Sakai Pre- 
fecture. In this manner, although not without immense diffi- 
culty, there was raised a total war cost of 42,010,000 yen. It 
may thus be noted that in the Satsuma Rebellion no war taxes 
were levied nor were the rates increased. 

In 1880 the rate of the sake manufacture tax was doubled to 
redeem the inconvertible paper currency hitherto issued to 
defray the war cost. At the end of the year, the redemption 
fund had to be increased and a revision introduced regarding 
the items of local tariffs, the expenses of constructing or repair- 
ing prefectural buildings being charged to local taxation. In 
1882 astamp duty on patent medicines and taxes on brokers in 
the Rice Exchange and Stock Exchange were introduced for 
the same purpose. These taxes, all aiming at the redemption 
of war loans, are in fact indirect war taxes; but as the scope of 
the present investigation is limited to direct war taxes, we 
must not take them into account. 

The period between 1882 and the war with China may be 
marked as one of increase of armaments. The history and 
fiscal statistics are minutely dealt with in the first part of War 
and Armament Loans of Japan, aseparate volume in this series, 
to which the reader is referred. But the main features may here 
for convenience be succinctly stated. In 1882 expenditure for 
the army stood at 9,600,000 yen, that for the navy at 3,400,000 
yen, making a total of 13,000,000 yen, namely, 17.8 per cent 
of the total annual expenditure. In 1883 military expenses 
of 10,849,827 and naval expenses of 6,200,599 made a total of 
17,050,426 yen, or 20.5 per cent of the total national outlays of 
the year. The above ‘figures for the navy are chiefly due to 
the fact that 26,670,000 yen were to be expended in organizing 
a powerful fleet in the eight years from 1883 to 1890. Between 
the sixteenth (1883-84) and the twenty-first (1887-88) fiscal 
year, the construction of 20 warships was either commenced or 
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completed; in the twenty-second (1888-89) fiscal year, 8 ships, 
including a few of minor size and torpedo boats, were added; 
in the twenty-third (1890-91), a total tonnage of 58,000 was 
reached, manned by some 5,900 seamen. In nine years con- 
ditions were absolutely changed. The naval expenses of 3,400,- 
000 yen in 1882-83 rapidly rose to 9,596,559 yen in 1891-92. 
Turning our attention to the army, we find that in 1884 a num- 
ber of infantry regiments in the garrisons were reorganized 
into brigades, so as to form a basis for establishing army divi- 
sions; that in 1886 artillery was placed in the fortresses newly 
constructed in the important strategic points on the coast; 
that in 1888 army divisions, six in number besides the Imperial 
Guard Division, were organized; that in 1889 and after, fortifi- 
cations and barracks were most profusely constructed and 
guns and cannon amply provided. This caused an extrava- 
gant increase of army expenditure; starting from 9,600,006 yen 
in 1882, it reached the enormoussum of 14,647,751 yen in 1891. 
Thus, we obtain, for the latter fiscal year, a total expend- 
iture, both on the army and the navy, of 24,244,310 yen, that 
is, almost double the corresponding amount in 1882, and 31.8 
per cent of the total annual expenditures. 

Means for meeting this vast expenditure were sought in the 
general annual revenue and in the Navy Loan of 1886; but 
besides these sources of revenue, the government increased the 
sake manufacture tax by a decree of December, 1882, and re- 
established the soy manufacture tax by a decree of May, 1885, 
besides introducing the confectionery tax. These are taxes 
for maintaining armaments, thus coming within the scope of 
our investigation. 

An Imperial edict of April, 1889, introduced a system of 
income taxation, necessitated, on the one hand, by the reduc- 
tion of taxes on Hokkaido products, and, on the other, by the 
urgent need of coast defense expenditure, due to the increase 
of armaments. This income tax should not be regarded as a 
mere source of revenue for armaments, as it was intended. to 
meet the increasing expenses of general administration, as well 
as to introduce a reform in the system of tax legislation. Like 
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those taxes levied or increased, as mentioned above, for the 
purpose of consolidating war loans, this income tax must be 
passed without comment. 

In view of these facts, we must conclude that no war tax, 
strictly speaking, was imposed during this period, and that, if 
military taxes levied for armaments are taken into account, 
we must mention the increase of the sake manufacture tax and 
the introduction of the soy manufacture tax and confectionery 
tax. The tariffs of the first of these three taxes were originally 
stipulated in the regulations for the sake manufacture tax 
enacted in 1880: Class I, brewed sake (refined and unrefined 
sake and other similar brewed liquors) at the rate of 2 yen per 
koku of the quantity brewed; Class 2, distilled sake (shochu and 
other distilled spirits) at the rate of 3 yen per koku of the quan- 
tity manufactured; Class 3, remanufactured sake (superior 
sake, mirin, white sake, etc., manufactured by combining 
brewing and distilling processes, or other remanufactured 
liquors) at the rate of 4 yen per koku of the quantity manufac- 
tured. The rates were now raised to 4 yen for Class 1, 5 yen 
for Class 2, and 6 yen for Class 3.. The tax on Japanese soy 
was assessed in the opening years of Meiji, when it went by the 
name of myogakin (regalia or royalty), as did the tax on sake. 
However, it was abolished in 1874 on the ground that it was 
an article of daily necessity and not of luxury. The needs of 
the war chest gave life to the old tax a second time, and the 
Treasury drew up the regulations on the soy tax based upon 
those on the sake tax. For purpose of assessment the soy 
taxes are classified into two items—license tax and manufac- 
ture tax. The rate of the former is 5 yen per annum per fac- 
' tory, that of the latter is 1 yen per koku manufactured. The 
confectionery tax had formerly been a part of business taxes 
and its yield went to local treasuries. Regulations on the con- 
fectionery tax were now inaugurated in order to supply revenue 
for military preparations. The taxes are assessed by dividing 
them into two sorts—business taxes and manufacture taxes. 
The former are again subdivided into three groups: (1) taxes 
on manufacturing business, (2) taxes on wholesale business, 
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and (3) taxes on retail business. The taxes on a confectionery 
manufacturing business are imposed according to the number 
of persons engaged, viz., 15 yen for 10 persons or more, 10 yen 
for 3 persons or more, 5 yen for 2 persons or more, I yen for a 
business with noemployees. The taxes on a wholesale confec- 
tionery business are also similarly assessed, viz., 20 yen for 10 
persons or more, 15 yen for 6 persons or more, 10 yen for 3 
persons or more, 5 yen for 2 persons or less, I yen for a business 
with no employees. A confectioner, according to the provi- 
sion of the regulations, liable for more than two classes of the 
confectionery taxes must pay the larger amount, the rates for 
each one of the three being assessed according to the number 
of persons employed. Manufacture taxes are levied on the 
manufacturer of confectionery at the rate of 5 per cent of the 
proceeds of his sales.! 

As set forth in this and the preceding chapter, the military 
taxes assessed during the twenty-six years from the Restora- 
tion to the war with China are all those for armaments and are 
not war taxes pure and simple. These taxes are of various 
descriptions: provincial assessments of the clans and the taxes 
on the hereditary incomes during the period between the Res- 
toration and the Satsuma Rebellion, sake taxes, soy taxes, and 
confectionery taxes during the period subsequent to the Sat- 
suma Rebellion. Assuming the increased annual revenue of 
sake taxes to be approximately 3,000,000 yen on the average, 
judging from their yields, both before and after the revision, 
the annual revenues of each military tax during the period are 
as shown on page 18. 

In the following table the revenue of provincial assessments 
of the clans shows great fluctuations from year to year: 70,- 
000 to 80,000 yen for the first two periods swelled to 378,000 
_yen for the third and to 1,460,000 yen for the fourth, an in- 
crease of from five to twenty times, wheras it diminished for 
the fifth to nearly half the last figure, and lastly it stood at 
108,000 yen or an increase of 50 per cent of the original amount 
of revenue. The sudden swelling of the figures for the third 

1Cf, Financial History of Meiji Period, vol. v1. 
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and fourth periods is due to the fact that the assessments on 
the clans were extended to their retainers’ fiefs as well, while 
the dissolution of the feudal system and the establishment of 
prefectures in 1871 led to the abolition of the above assessments, 
to which must be ascribed the immense decrease of revenue for 
the fifth and sixth periods, the amount being the sum of the 
arrears subsequent to the abolition of the taxes. Taxes on 
hereditary income before and after the eighth period brought in 
annually almost a fixed sum: 2,900,000 yen for the eighth; 
2,000,000 yen for the eighth fiscal year; 2,100,000 yen for the 
ninth. This is how the matter stood prior to the Satsuma 
Rebellion. 

As regards the state of affairs after the Rebellion, we have 
to mention 3,000,000 yen as an increased yield of the sake taxes 
for 1883. Adding to this the taxes on soy and confectionery, 
the revenue amounted in 1885 to 4,078,072 yen, subsequently 
ranging from 4,900,000 to 4,800,000 yen until it reached 4,926,- 
602 yen in 1893, the year preceding the war with China. Thus 
it shows an increase of 70 per cent during the period. 

We have to consider further the percentage which military 
taxes bear to the total revenue from taxation. - For the period 
prior to the Satsuma Rebellion, the provincial assessments of 
the clans with their fluctuating yields must here be omitted. 
Taxes on hereditary stipend ranged from 3.9 per cent for the 
eighth period and 3.5 per cent for the eighth fiscal year to 4.1 
per cent for the ninth. The average amount of annual revenue 
from military taxes during the whole period is figured out at 
1,243,688 yen, or 3 per cent of the total amount of average an- 
nual revenue from taxation.! 

Respecting the period subsequent to the Satsuma Rebellion, 
the ratio of the revenue from military taxes to the total revenue 
from taxation stood at 4.4 per cent for the sixteenth year 
(1883-84), advanced to 7.8 per cent for the eighteenth (1885- 
86), and then, varying between 7 per cent and 7.6 per cent, 
showed 7 per cent for the twenty-sixth (1893-94), or an in- 
crease of 60 per cent over what it was in the sixteenth fiscal 

1 See table no. 1 (a), Appendix A, post, p. 155. 
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year. The aggregate sum of the military taxes during this 
period amounts to 49,063,172 yen, that is, an average annual 
revenue of 4,460,288 yen. This amount is equivalent to 7 per 
cent of the average annual revenue from the total taxation, 
i.e., 65,618,523 yen. 

Readers are referred to Table No. I (6), Appendix A,! for 
minute details, but the more important figures are given 
on the opposite page. 

1 Post, pp. 156-7. 


GEAP TIERS LV: 


FROM THE SINO-JAPANESE WAR TO THE 
RUSSO-JAPANESE WAR 


Although spoken of as wars, those successive campaigns 
prior to the war with China are, to all intents and purposes, 
merely internal strifes, mainly waged by ambitious rivals strug- 
gling for political supremacy. But the war with China in 1894 
and the subsequent campaigns were really fought between na- 
tions and deserve the name of international wars. Roughly 
speaking, the real cause of these wars may with justice be 
ascribed to the contests for economic supremacy incidental to 
the development of national resources. The methods of de- 
fraying the war cost, as was observed in the introductory re- 
marks, vary with the epochs. The more important revenues 
before the Sino-Japanese War had consisted in the compulsory 
issue of paper currency, loans from millionaires, contributions, 
etc., which now boast of merely secondary significance and are 
gradually superseded in importance by voluntary public loans 
and taxation in the modern sense of the word. As regards the 
public loans, the reader is referred to the third section of the 
Japanese Research Department, while the war taxes will be 
explained later on in the present treatise. The causes and 
progress of the hostilities as well as the war expenditures for 
each war since the Sino-Japanese War are given in detail in 
the first, fourth, and fifth volumes of the researches. These 
points are omitted in the present study, the statistics of war 
expenses only being noted. In passing, it is worth mentioning 
that there may be a slight discrepancy between the figures in 
the present treatise and those in the first volume, owing to the 
inevitably different points of view from which they are made 
out in respect to the sources of revenue. 
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IN CONNECTION WITH THE SINO-JAPANESE WAR 


The Sino-Japanese War began in July, 1894, and was 
brought to a victorious end in April, 1895, with the peace 
treaty of Shimonoseki. For the ten months of hard fighting, 
Japan disbursed 232,609,771 yen as the total war cost, defrayed 
from the special account of the extraordinary military expend- 
itures. The sources of revenue consisted of (1) the treasury 
surplus in 1893 of 23,439,086 yen; (2) public loans raised, 116,- 
804,926 yen; (3) contributions to the military and naval relief 
fund, 2,788,741 yen; (4) sundry receipts, 1,519,305 yen; (5) 
receipts from the occupied territories, 624,425 yen; (6) receipts 
from Formosa and the Pescadores, 935,679 yen; (7) special 
fund transferred, 78,957,165 yen. These items brought forth 
in the aggregate 225,230,129 yen, the surplus over the expendi- 
ture being carried forward to the general account for the fiscal 
years subsequent to the twenty-ninth (1896-97). It must be 
noted from the above that the government depends for meeting 
the war expenses upon the proceeds of public loans and the 
receipts of a special fund (Chinese indemnity), having recourse 
neither to the introduction of new nor to the increase of old 
taxes.! 

Of the many readjustments after the Sino-Japanese War, 
the expansion of military and naval preparations heads the 
list in importance. The scheme of the ten-year expansion of 
national armaments, which was finally decided upon in the 
twenty-ninth fiscal year (1896-97), necessitated a disbursement 
of 106,487,336 yen for the army between 1896 and 1903, and 
211,650,116 yen for the navy between 1896 and 1906, making 
a total outlay of 318,137,458 yen. This enormous expenditure 
was covered by (1) 196,058,025 yen from the Chinese indem- 
nity; (2) 77,168,702 yen from public works loans; (3) 44,910,- 
731 yen from the ordinary revenue of the state. 

Thus, even if we take it for granted that the appropriations 
from the ordinary revenue all consisted of proceeds of taxation, 
obviously no special increase of old levies for the purpose of 


1 Cf. Report on the Post-Bellum Financial Measures of the Russo-Japanese War. 
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warfare was necessitated, as the amount—4,490,000 yen—is 
equivalent to the annual revenue from ordinary taxation. In 
fact, the government introduced in the twenty-ninth fiscal 
year a new system of business taxes and registration duties, 
thus creating 7,551,377 yen and 6,423,993 yen respectively. In 
the same year the government increased the rates of the sake 
taxes and carried into effect the state monopoly of leaf tobacco, 
obtaining 9,284,544 yen by the former means and 10,316,379 
yen by the latter: Because of these taxes the government had 
a total of 33,576,293 yen at its disposal. At the same time, how- 
ever, the government abolished the license tax for the manu- 
facture of sake and the tax on sake for home consumption; also 
the business taxes on spirits, barm, soy, tobacco, confectionery, 
ship money, the tax on vehicles, the license tax on dealings in 
oxen and horses, the ship money of Okinawa Prefecture, and 
some export duties, thereby losing an approximate revenue of 
10,000,000 yen. Thus, the new program had in view a rear- 
rangement of the taxation system as it was then in force, as 
well as an extension of the sources of revenue for the general 
account of the national exchequer. These new taxes, there- 
fore, can not be enumerated as military or war taxes. 

The Treasury expected to obtain, by the above adjustment, 
an increase of the annual net revenue averaging close to 25,000,- 
000 yen, making allowance for the reduction of 10,000,000 yen 
due to the abolished taxes; but the result obtained came far 
short of the mark. Furthermore, the expansion of ordinary 
expenditure since the thirty-first fiscal year (1898-99), together 
with the difficulty of raising public loans owing tothe stringency 
of the domestic money market incidental to an excess of im- 
ports, led the government to decide, as another post-bellum 
measure, upon a second increase of taxation in 1899, which 
involved an 8 per cent increase of land taxes for the next five 
consecutive years, another increase of income taxes, sake 
manufacture taxes, and registration duties, as well as the rais- 
ing of monopoly rates for leaf tobacco, the introduction of 
tonnage dues, the revision of taxes on convertible note issue, 
and the advancement of soy manufacture taxes and of postal 
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revenues. Evidently, these levies, either increased or revised, 
are not to be termed war or military taxes. 

To sum up, despite the immense expenditure involved in the 
post-bellum government undertakings pertaining to national 
defense, industries, and administration, no military or war 


taxes in the strict sense were levied in consequence of the war 
with China. 


IN CONNECTION WITH THE BOXER UPRISING 


The Boxer Uprising began in May, 1900, and was concluded 
in September, 1901. Japan joined in the campaign with the 
allies and dispatched an expedition. The military and naval 
expenditure on this account in 1900 and I90I amounted to 
35,643,790 yen (exclusive of general charges), which were de- 
frayed in 1900 by (1) appropriations from the ordinary revenue 
amounting to 2,500,000 yen and (2) transferring the use of the 
replenishment fund for warships and torpedo boats, amount- 
ing to 20,000,000 yen, making an aggregate sum of 22,500,000 
yen. The second of the above sources of revenue had to be 
refunded in the thirty-fourth fiscal year (1901-2), whereas 22,- 
800,000 yen still remained to be defrayed for the affair in the 
same year. Thestringency of the home money market baffled 
the idea of raising any domestic loans, and the Treasury found 
no way but to resort to the increase of taxation. Accordingly, 
in the budget compiled for the year 1901-2 an increased tax- 
ation bill was submitted to and passed by the Diet. The 
different items of increased taxes, with their rates, are given 
in the following table: 


A. Sake manufacture taxes (enforced on and after October 1, 1901): 

Class 1. Refined sake, unrefined sake, white sake, and mirin increased to 15 
yen per koku from 12 yen. 

Class 2. Shéchu (distilled spirits) increased to 16 yen per koku from 13 yen. 
Spirits and other alcoholic liquors; taxes on mixed sake abolished. The 
taxes on these liquors are assessed by kokw on the quantity manufac- 
tured, the rates being fixed at 75 sen for every I per cent of alcohol 
therein contained. The rates shall in no case be less than 16 yen per 
Roku. 


B. Beer-brewery taxes (enforced on and after October 1, 1901): 
Assessed on the manufacturer at the rate of 7 yen per koku on the quantity 
brewed. These taxes are imposed on the estimated quantity brewed 
during the previous month, and are to be paid in the succeeding month. 


260. HISTORICAL SURVEY OF TAXES 


C. Sugar excises: # 
Class 1. Under No. 8 Dutch Standard color (sugar 


and molasses) es nak a eee ee eee I , 
Class 2. No. 8 to No. 15 or under (sugar).,.... 1.60 }-yen per 100 kin 
Class 3. No. 15 to No. 20 (sugar and syrup).... 2.20 
Class 4. Above No. 20 (sugar and syrup)....... 2.80 

D. Revised customs tariffs: 
Alcohol 23si% 27) ni. heen ese eee ee .40 ) 
Beerand black been. neees snc pee amore tne ier tee . 104 
Brandy, gin, liquor, rum, whisky and other dis- yen per liter 
tilled liquors struck out, and ‘‘sundry liquors” 

inserted. cepa eb ye bictns Oeee ne Cee 27 
Petroletim-in' tin ys sta ao oae eta, hee ee .032 
Petroleum notin tinay ee peer meee eee -020 | 2°% BEE gallon 
Cigarstand smallicigarsem atten eer eee 150 | 
Gigaretties.. scion cy aon eee Ramen eee eee 150 
SOTLUET Mite ttae Vek Sea erties eo tee Rann weet emer 150 
Cut tobaccoP a ek. Mepis pen oeenee cease rea 150 + % ad valorem 
Other kinds of manufactured tobacco........... 150 
Chineése/liquorsi(fermented) hy sea. - sacs ae oe: 100 
GRE 1: ease Sablon 5 5 aes Eile Papen ee PD 9, 100 





« These excises are collected when the articles are delivered from factories, cus- 
tomhouses, or bonded warehouses. 

bIn addition, the monopoly prices of the leaf tobacco were raised from 130 per 
cent to I50 per cent. 


By the above program the Treasury expected to obtain 23,- 
905,000 yen, in the year 1901-2, including the loans contracted, 
and to add to its coffers an annual revenue of 21,426,000 yen 
from the years 1901-2 to 1904-5, as the result of the increased 
taxes. The actual results again did not attain the object in 
view. The revised beer taxes, sugar excises, and the tobacco 
monopoly proceeds brought in the year 1901-2 a paltry sum of 
4,328,925 yen, and revenues from the new and increased levies 
came, in the year 1902-3, to 16,076,128 yen, thus falling far 
short of the estimated revenue. The shortage, however, proved 
to be of small consequence, for the total revenue of these fiscal 
years sufficed to clear the expenses of the year 1901-2, and the 
object of increased taxation was consequently attained. Fur- 
thermore, the Boxer Uprising was brought to an end in Sep- 
tember of the same year, whereas in 1902 an indemnity of 
50,000,000 yen paid into the Treasury enabled the authorities 
to make good the deficit. Theoretically speaking, the increase 
of taxation due to the affair had to be discontinued with the 
cessation of warlike activities. 
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On the other hand, the stringency of the domestic money 
market impeded any prospect of raising new loans to cover the 
expenditure upon public works. This compelled the govern- 
ment in the year 1900-1 to transfer 14,700,000 yen from the 
indemnity fund to defray the expenses for the expansion of 
various government enterprises. But the amount thus trans- 
ferred had to be refunded, as the fund in question was intended 
to serve other purposes, and the time for its use was drawing 
near. Moreover, the indemnity, which was to be received in 
the shape of 4 per cent bonds, guaranteed by Chinese customs 
revenue, subject to the joint supervision of the Powers, was of 
no practical use to the Treasury in such a straitened condition. 
Therefore, the government had to keep up the increase of taxa- 
tion in the intervening years, thus filling up with the yield of 
increased levies the warships and torpedo boats replenishment 
fund, from which expenses of some of the public undertakings 
were defrayed. Part of the indemnity bonds belonging to the 
general account was sold for similar purposes, while some of 
them were exchanged for such public loans as were possessed 
by the deposit account and had fallen due, thus bringing into 
the national coffers an amount of cash equivalent to the re- 
deemed loans. In other words, the government realized the 
Chinese loans to the account of the revenue of the increased 
taxes and the redemption of public loans.! 

Thus, the taxes introduced to meet the war expenses could 
not be abolished and continued to supply an important revenue 
for defraying expenditure upon public works. Not only that, 
but the government, despite the fact that the term originally 
fixed for increased land levies was fulfilled in 1903, now aban- 
doned its once decided scheme of resuming the original rate for 
land taxes, which had been increased to cover the expenses of 
augmenting government enterprises as well as general admin- 
istration. The increased revenue was intended to defray the 
outlay for navy expansion, which led to the dissolution of the 

Diet in 1903. The navy expansion bill in question at length 
secured the approval of the Legislature as a supplementary 
1 Cf, Dr. Kobayashi, History of State Finance (Kokka-zatsetsht), p. 162. 
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budget, though the continuance of an increased tax bill was 
rejected and had to be withdrawn. 

As stated in this and the preceding chapter, the military 
taxation during the period is limited to the war taxes imposed 
at the time of the Boxer Uprising. They brought into the 
Treasury 4,328,925 yen in the year I901—2 and 18,889,514 yen in 
the year 1903-4, an increase of 4.5 times. The total war taxes 
during the intervening years yielded a revenue of 39,294,446 
yen, averaging annually 13,098,149 yen, or 7.6 per cent of the 
total tax revenue, inclusive of stamp duty and monopoly reve- 
nues. The more minute figures are mentioned in Appendix A, 
Table III,! but those of more significant nature are given below: 


RATIO OF REVENUE FROM MILITARY TAXES TO TOTAL REVENUE FROM 

















TAXATION 
Total revenue from Revenue from 
taxation military tax 5 

Ratio of 

Fiscal year Population war taxes 

Average Average to total 

Amount per Amount per tax revenue 
capita capita 

Yen Yen Yen Yen Per cent 
26 (1893-04)....... 41,388,313 70,004,763 I.601 eta tad 5 Se. 
27 (1894-05)......- 41,604,424 71,286,579 HayLo ee 
28 (1895-06)....... 42,225,080 74,607,623 1.769 en 
29 (1896-97)....... 42,669,460 81,764,610 r.9t6 neat 
30 (1897-98)....... 43,181,048 | 101,175,681 2.343 Rees 
31 (1898-99)....... 43,714,142 | 108,938,510 2.402 Aas 
32 (1899-1900)..... 44,205,873 | 145,536,900 3.292 ieee a the BS ee 
33 (LOOO=2) sar. teint 44,710,073 | 153,459,491 3-432 Saat: ee ee 
34 (I90I—-2)........] 45,227,464 | 162,716,212 3-598 4,328,025 .096 ey, 
35 (1902-3).......-| 45,758,821 || 177,300,470 3.875 16,076,007 -352 at 
30. (£903—4) acs cues 46,588,000 | 175,504,646 3.767 18,880,514 .405 10.8 
Average....... 44,769,346 | 146,375,088 3.260 13,008,149 ‘286 6 











1 Post, p. 190. 


CHAPTER 


FROM THE RUSSO-JAPANESE WAR TO THE 
PRESENT TIME 


The Russo-Japanese War commenced in February, 1904, 
and ended in October, 1905, with the ratification of the 
peace treaty at Portsmouth, after a stupendous struggle of 
twenty-one months, in which Japan came out victorious. 
The war expenses were to be covered in the following 
manner: 

BUDGET FOR Russo-JAPANESE WAR 


Extraordinary 
Class military expenses 


(special account) 


Emergency f und 
(general account) Total 


Yen Yen Yen 


1. Urgency measure..... 155,971,035 257,893 156,228,928 
2. First budgets. 4.4 /. 5 380,000,000 40,000,000 420,000,000 
Bo, seconG Budget. shi. % 2 700,000,000 80,000,000 780,000,000 
4. Extra-budget expendi- 

ture and supplemen- 

tary budget os oe5.: 60,000,000 36,025,409 96,025,409 
Bee nicdepUage oar ie. e7 450,450,000 79,500,000 529,950,000 

Total eotsco seaes e 1,746,421,035 235,783,302 1,982,204,337 





The revenue to meet the vast expenditure was arranged 
as shown in the table at the top of page 30.1 

The government adhered, on the whole, to the aforesaid 
project, raising, between 1904 and 1906, six domestic and 
four foreign loans, bringing forth in all 1,480,000,000 yen, 
to which was added a sum of 67,000,000 yen, transferred 
from the special account and fund. Thus, about 90 per 
cent of the estimated amount of the extraordinary military 

1 The revenue from increased taxation, putting together accounts of various de- 
partments, does not comprise that of the second term increase based upon the 


first program. The above revenue includes the fiscal surplus. Cf. Report on 
the Financial Conditions of the Russo-Japanese War. 
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SOURCES OF REVENUE FOR Russo-JAPANESE WAR 




















Extraordinar 
Class military ee i ee fund Total 
(special account) | ‘8°"°T4 account) 
Yen Yen Yen 
1. Public and temporary 
loanssizeumer hme 1,492,421,036 63,601,135 1,556,022,171 
2. Transferred from spe- 
cial account and fund 63,000,000 4,000,000 _ 67,000,000 
3. Increased taxation... . 136,330,678 PO Re ot a 136,330,678 
4. Surplus in general ac- 
COUN fy: Deas eae: 52,757,476 168,282,167 221,039,643 
5. Contributions and sun- 
dry revenues....... 2 OOO;O0OUN I | TE tanec 2,000,000 
Otale ake ie 1,746,509, 191 235,883,302 1,982,392,492 


expenses was met by means of loans, 2 per cent appropriated 
from the revenue surplus in the general account, while the 
remaining 8 per cent was thrown on the shoulders of the tax- 
payers in the form of increased levies. This scheme of in- 
creased taxation was carried out in two parts. The first 
was enacted by the Emergency Special Tax Law and the 
Tobacco Monopoly Law, of April 1, 1904, the former being 
made operative on the date of enactment, and the latter on 
_ and after July 1, 1904. The land, income, business, sake, 
bourse, and mining taxes, as well as the sugar excise, the 
customs duties, thestamp receipts, and the tobacco-monopoly 
profits, were added to the list of increased levies, while taxes 
on woolen textile fabrics and petroleum excises were newly ‘ 
introduced, the total revenue of this part of the program 
being estimated at 62,201,879 yen. The second part of the 
program was enacted by the Revised Emergency Special 
Tax Law, the Succession Tax Law, and the Salt Monopoly 
Law, all promulgated on January 1, 1905, the first named 
of the three being put into force on the date of its promulga- 
tion, and the last named on and after June 1, 1905. The 
land, income, business, sake, patent-medicine business, min- 
ing, registration, and bourse taxes, the sugar excise, and the 
customs duties were again subjected to emergency increase, 
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and the textile-fabric tax, the transit tax, succession tax, and 
the salt monopoly tax were newly added to the list. This 
part of the program was to yield an estimated total revenue 
of 74,128,799 yen. The main features of the increased rates, 
exclusive of those for the monopoly profits and succession 
taxes, are shown in the table on page 32. 

The tobacco monopoly is an enlarged form of the leaf- 
tobacco monopoly put into force as a post-bellum measure 
after the war with China. The monopoly was now made 
complete, so as to cover the manufacture and sale of tobacco 
besides the purchase of leaves. This new scheme came into 
practice in July, 1904, for leaf tobacco, and in April, 1905, 
for cut tobacco, and both made steady progress and exhib- 
ited satisfactory results. The reader is referred to Table 
No. I (a), Appendix A, for the increase of monopoly profits. 

The salt monopoly was included in the first program of 
wartime finance, when a salt consumption tax bill was sub- 
mitted to the Diet asa preparatory measure, but was rejected. 
Subsequently, the government attempted to carry out the 
salt monopoly in the second program, and this met with the 
Diet’s approval. The law was enacted on June 1, 1905. 
For the increase of salt monopoly profits, the reader is re- 
ferred to Table No. I (a), Appendix A. 

The succession tax is a new departure in the history of our 
taxation. The taxable value is classified, and the rates vary 
with the classes as well as with the different kinds of succes- 
sors. The classification of the taxable value again varies 
according to whether the heirs succeed to the house head- 
ship (katoku) or to the inherited property only (¢san). With 
the katoku heir, the first class liable to taxation is assessed 
at an amount of 5,000 yen or less, and, going upwards, the 
last or ninth class reaches about 100,000 yen, where the rates 
are made progressive for every increase of 50,000 yen until 
they reach 1,000,000 yen. With the isan heir, the first class 
begins at 1,000 yen or less, and, going upward, the last or 
tenth class reaches above 100,000 yen, the rates being like- 
wise progressive for every increase of 50,000 yen until they 
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FIRST AND SECOND SPECIAL EMERGENCY TAXES ® 





i Description 





Land tax 
Provincial dwelling land.... 
Urban dwelling land....... 
Other land 
Business tax), <i. cesses cms 
Income tax 
Wirst keimd Avg crs ersten issisterslans 
First kind B (5,000 yen to 
100,000 yen) 
Third kind (500 yen to I00,- 
000 ven) 
Registration tax 
Registration of immovables. 
Registration of ships....... 
Bourse tax 
Wares and negotiable instru- 
THEN EStaettaeetstotem el enenetet sha 
National and local loan 
DONS fae hehe meee eh 
Import duty (ad valorem) 
Marufacttires’...\6. ise. ees 
Pood stulis: c-5 gy. sees ein shes 
Clothing and accessories.... 
Leather, Sole... 0). cies eis ens 
Metalsxi na tautaciteeceten tian 
Petroleum. a. eee see 
Suan oy a tiaras atic Bea aems ehend eo 
Cotton yarniais a ccc. = <i 
Bookbinders’ cloth........ 


(COCKORG aches seme mnie ate 
Rice and unhulled rice..... 
Textile fabric excise (ad 
valorem) 
Wale ny acta sale ixta/averey eeu ayeuers 
OpWers Ys eiesecetne se cscse racers 


Sake manufacture tax 
Classes i toa cs aisles were 
Glass aie ciercabeleas thse late tiene 
Bee@r taxivcyce men © hele sio 


age tax 


Sugar excise 
Classes ® 8O04 S.A ei dig alee eos 
Soy tax 
CIGSSELACOl ae tewetaiia cxale eaters: 
CISC A cise ainvedcauetsatr wie 


Shooting-license tax (first class) 

Miiivine 4A cs tia eee ects a ee ste 3 

Gold placer mining tax 
River-bed 
River-bed concessionaire... . 


Patent-medicine business tax 
Prices of the output (300 to 
100,000 yen) 
SCAM P GWEY rigs cuscs sons ale 0x 
Traveling tax 
50 miles or lessi)..4).5 2.52 « 
200 ‘“ OLWMOTE ss) de! eis. 
Petroleum consumption tax 
(Up to Sept. 1904; exempt 
after Oct. 1904)......... 
Stamp duty for administra- 
tion litigations. o.cs 08. 





Rate of 
assessment 


Per cent 
2.5 registered value 


“ “ “ 


.06 of sales 
.03 


5 tors 
Io to 40 
20 to 30 


Yen 
I5 to 23 per koku 
.75 per 1’ of alcohol 
7 per koku 


16 per koku 
sot 
I to 2.80 per 100 kin 
I per koku or less 
2) ieee ee gee ani 
factured 


20 
IO per 1000 tsubo 


2 per dose 
.Or to .20 


.032 per gal, 


oe 


First special 
increase 
' 


Per cent 
3.5 
5.5 
1.8 
70 
70 
70 
“70 

.3 tor 

.2to2 

-03 


.02 
20 
20 

20 to 25 


roo. 


15 
Yen 


-025 
.50 


1025 
I to 3.70 


25 
-58 


Io 








Second special 
increase 


Per cent 
e 
Tig2 
ae 
80 
80 

Io to 330 


30 to 200 
-5 tol 
.5 tor 

.03 


5 to Is 
5 to Io 
15 to 20 


5 

5 to 10 
Io 
10 
10 


10 
Yen 
I.50 


+075 
-50 


2 
:075 


-50toI 


10 
-20 


.30 per I cho 


.30 per 10,000 


tsubo 


I to 100 
-O1 to 4.98 


-OT 
~50 


.25to7 


® The details are shown in table no. 1, Appendix A, post, Dp. 162 et seq. 











Total 
trate 


Per cent 


.05 


15 to 35 
25 to 35 
35 to 50 
20 
10 to 45 
50 


2"to 7.50 


L25 
2.50 


40 
30 


-30 
+30 


3 to 102 
-03 to5 


.Or 
150 
-032 


S25 Or? 
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reach 1,000,000 yen. The rates to be applied, too, differ 
with the katoku and isan heirs, graduated into three classes 
according to the degree of relationship between the heirs 
and the testators. For instance, the minimum rates for the 
katoku heirs are 12, 15, and 20 per mille and the maximum 
135, 140, and 150 per mille, while those for the zsan heirs 
are 15, 17, 25 per mille and 145, 150, 160 per mille, respec- 
tively. The Treasury expected an annual yield of 4,309,- 
596 yen from the succession taxes. 

The Emergency Special Tax Law stipulated (Article 1) 
that the revenue from this special taxation was intended to 
cover war expenses, and that (Article 27) the taxes thereby 
imposed were to be abolished at the end of the year after 
the restoration of peace. The exigencies of post-bellum 
finance, however, called for the continuation of these taxes, 
and instead of adhering to the letter of the law, which 
brought them to an end in 1906, the government subse- 
quently endeavored to make the emergency taxes perma- 
nent by Law No. 7, of March, 1906, which cancelled the two 
articles above indicated. 

The principal reasons that led to this proceeding may here 
be advantageously pointed out. The adjustment of post- 
bellum finance, involving the question of national debts, the 
increase of soldiers’ pensions and annuities, not to mention 
an appalling increase of military and naval expenditure, 
could not be avoided. A corresponding increase in the line 
of post-bellum measures as well occasioned various addi- 
tional outlays. The ordinary budget for the fiscal year 
1906-7, comprising the ordinary annual account together 
with an additional appropriation due to the situation, is as 


follows: Expenditure Revenue 
Ven Yen 
OTCINATY A806 eens cone ge Paste 392,532,477 355,592,942 
FEXITAOL@INaL Vee ee ere Lactate 853 101,172,230 139,111,764 
Total eave een Tere nonae 493,704,707 494,704,706 


Each item of the ordinary expenditure above mentioned 
can be grouped into three heads—expenses incidental to the 
4 
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situation, increasing expenses in connection with the con- 
templated expansion of various departments, and _ the 
annual expenditure in the ordinary account for the preceding 
fiscal years. The amount under each heading, together 
with the corresponding sources of revenue, is as follows: 











Expenditure Amount Revenue Amount 

Ordinary annual expendi- Yen Ordinary annual rey- Yen 

ture up to 1905.......] 180,000,000 enue up to 1905. ....] 219,000,000 
Expenses on national Emergency special 

debts and armaments. .| 158,000,000 AXES rave eae 136,000,000 
Expenses of expansion of Natural increment due 

various departments...} 17,000,000 to general prosperity..| 37,000,000 

Otalle nee aes hay 355,000,000 Totaly fe Leer 413 92,000-000 








Expenses on national debts and armaments consist of the 
following items: 


Yen 
Appropriation on account of the sinking fund...... 110,000,000 
Increase of pensions and annuities................ 32,000,000 
Increase of ordinary army expenditure............ 11,000,000 
Increase of ordinary navy expenditure............ 5,000,000 
MOtal cpaet te eee ooo Seer ne Sen ee une ae eem ESS, OOO O00 


These items are all ascribable to war, though, unlike the 
war cost, they are of a permanent nature and must no doubt 
be covered by ordinary revenue. The surplus of the ordi- 
nary revenue, however, is estimated at only 35,000,000 yen, 
and if we subtract from it the ordinary expenditure as well 
as the increased expenditure, it can not meet the ordinary 
expenditure due to the war. This is the most significant 
reason why the great emergency taxation long survived the 
return of peace. In other words, the Treasury had to per- 
sist in the emergency imposts partly to redeem war debts 
and partly to defray the cost of armaments. These taxes, 
therefore, may justly be called military taxes in the indirect 
sense of the term. 

Such being the state of affairs, the emergency taxes were 
levied continuously. On the other hand, in the fiscal year 
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1907-8 the following expenditure of 561,820,606, ‘yen in all 
for the expansion of armaments was approved as continuing 
extraordinary expenses: 


THE ARMY 
Yen 
Restoration to former efficiency. . Pee eee hoes 51,894,718 
Building and repairing expenses and equipment. Soebie eo eeia)) 2EO440,84T 
Extraordinary military expenses..... Dives Sinise enc ey T29,059; 183 
GES OL a a eee cee WN rice EY Std Se a a 292,003,742 
THE Navy 
Construction of warships (after 1906). ee ee Nae 87,232,314 
Replenishment of warships and torpedoes... Sore AN Oe 64,077,291 
Naval equipment...... er eee et ehies Ses} eta) © PLO 922700 
Extraordinary naval expenses. Se NE NR eLearn ta 7,584,550 
Bion re PrN ee Pies hcites (eins Ac fi pe cd bey hota a's coh 269,816,864 


This enormous expenditure, together with the cost of rail- 
way construction and improvement involved in the eight- 
year scheme, caused the sum of 138,700,000 yen to be de- 
ducted from the remainder of the continuing expenditure. 
Moreover, an equally vast expansion of the national outlay 
along other than military lines caused an immense increase 
of expenditures. In the fiscal year 1909-10 a far-reaching 
depression in economic circles revealed the fact that an ap- 
proximate deficit in revenue of 260,000,000 yen could not be 
averted for the coming six years, so that an annual shortage 
of about 40,000,000 yen had to be supplied. The Treasury 
found no path open to it but to postpone part of the gov- 
ernment undertakings and to have recourse to public loans 
and to increased taxation.! The measures for the increase 
of government revenues then adopted consisted in raising 
the taxes on sake manufacture and beer, in sugar excises, and 
in creating petroleum excises, although all these were not 
imposed solely for the needs of the war chest, and therefore 
can not be termed military taxes, having more complicated 
and indirect objects in view. 

After the war, the government entered upon the task of 

1 Cf. Report on the Post-Bellum Financial Measures of the Russo-Japanese War, pp. 


28 et seg., and Dr. Kobayashi, History of State Finance (Kokka-zatseisht), pp. 230 
et seq. 
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adjusting the post-bellum finances. In the budget for the 
fiscal year 1910-11, a project for adjusting the taxation 
system was submitted to and passed by the Diet, and con- 
sequently a reduction of land taxes, succession taxes, sake 
manufacture taxes, sugar excises, hunting-license taxes, 
taxes on administrative litigation papers, and business taxes, 
representing a revenue of 14,419,805 yen, was brought about, 
in the same fiscal year. This, however, lies outside the 
scope of the present research and can not be dwelt upon any 
further. 

As indicated in the preceding pages, the military taxes 
during the epoch consist of the emergency special taxes, salt 
and tobacco monopolies, and succession taxes, all incidental 
to the war with Russia, and so deserve the name of war taxes. 
Of these, however, the emergency special taxes alone are war 
taxes in the strict sense of the word, salt and tobacco mo- 
nopolies and succession taxes serving, at the same time, the 
purpose of the contemplated adjustment of the taxation sys- 
tem. Their main object was doubtless to fill the war chest, 
and so we have to look upon them as emergency taxes, i.e., 
war taxes. The returns of their revenue for the period 
from the first war tax program of 1904 up to 1906 are given 
on the opposite page. 

To these returns must be added the increased revenue 
of sugar excises, amounting to 3,388,227 yen, carried forward 
to the next fiscal year. The total revenue of the increased 
taxes will then reach 62,565,362 yen, which gives a surplus 
of 363,483 yen over the estimate. 

Part of the revenue of the second increase program 
actually collected in the year 1904-5 amounts to 1,390,208 
yen, which, if added to the revenue of increased taxes for the 
same year, will give a total of 60,567,343 yen, excepting the 
sugar excises to be carried forward to the next year. 

The tables on pages 37-41 show that the first program of 
the year 1904-5 failed to bring forth the estimated revenue, 
the deficit amounting to 3,024,744 yen; whereas in the fiscal 
year 1905-6, the first and second war-tax programs yielded a 
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REVENUE OF FIRST PROGRAM FOR FISCAL YEAR 1904-1905 * 








Items Actual Estimated Difference 
Yen Yen Yen 
PanUraxe seats. cea ocmr nk 23,893,145 23,936,213 — 43,068 
Income taxes. .......... 5,660,129 5,287,315 + 372,814 
Business taxes.......... 5,154,609 5,036,199 + 118,410 
DARE TARES Ge SS eck abies as 169,585 178,484 — 8,899 
OGY taReS ole 5 ee Fs 1,383,811 1,138,952 + 244,859 
Sugar excises. .......... 1,936,763 8,212,382 —6,275,619 
Woolen fabrics excises... . 4,423,766 2,138,661 +2,285,105 
INMinIn & TAXES! (qc, sam as 86,484 79,115 + 7,369 
Bourse*taxes ee. ree 232,682 532,846 — 300,164 
Sake export duties for 
Okinawa Prefecture... . 12,619 5,398 + 7,221 
Customs duties......... 2,412,999 2,330,633 + 82,366 
Petroleum excises....... 1,882,983 1,238,599 + 644,384 
Stamp receipts = .)..:.)- ¢~ 2,997,767 3,620,797 — 623,030 
Monopoly profit........ 8,929,793 8,466,285 + 463,508 
pL Otal nna eseoe eee 59,177,135 62,201,879 —3,024,744 


® These returns are taken from the actual results investigated by the Revenue Superintending 
Office, except the stamp receipts (accruing from revenue stamps) and monopoly profits, which are 
computed by distributing the proceeds of increased taxes of the first war-tax program in proportion | 
to the revenue of each item assessed for the fiscal year 1904-5. 
total revenue exceeding the estimated amount by 3,420,836 
yen, and in the fiscal year 1906-7, the increased tax revenue 
from the first and second programs brought the enormous 
excess of 22,333,025 yen over the estimate. 

As regards the percentage which the war taxes bear to the 
total revenue of taxation, the ratio ranges from 24 per cent 
in 1904-5 to 49 per cent in 1905-6 and 53 per cent in 1906- 
7, as shown in the table on page 41. 
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CHAPTER. VI 
CONCLUSION 


In the preceding pages we have pointed out all the taxes 
increased or introduced primarily in order to defray the 
direct war cost or expenses of armament, in each of the four 
periods marked by wars or warlike operations, during the 
forty-five years from the Restoration to the close of the 
Meiji Era. We have observed in each period the progress 
of the annual revenue as well as the ratio the war revenues 
bear to the total revenue of taxation. All those military or 
war taxes, with the insignificant exception of the confection- 
ery tax, levied subsequent to the War of the Restoration 
and at the time of the Satsuma Rebellion, have been con- | 
tinued up to the present. Their continuance is sometimes 
due to the requirements of the war chest, sometimes only 
indirectly connected with war; and not seldom are they 
imposed quite independently of warfare and only incidental 
to the general condition of national finance. The develop- 
ment of war taxes, irrespective of the reasons for their con- 
tinuance, in each of the four periods from the Restoration to 
date, is indicated in the following table: 


INCREASE OF WAR TAXEs, 1868-1912 











Period Average annual Ratio to the Per capita 
revenue total tax revenue 
Yen Per cent Yen 
First (1868-76) 5 4.4.4.2 0.%5. 1,243,688 3 0.040 
Second (1877-93)...........; 4,460,288 7 0.110 
Third (1893-1903).......... 17,558,436 12 0.390 
Bourthy(1903=02) 5... 902. see 187,494,441 65 3.700 





Thus, it can be observed that between the first and second 
periods the average annual revenue of these taxes increased 
3.6 times, and the ratio to the total revenue of taxation 2.3 
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times. The third period shows an increased revenue of 
nearly four times what it was in the second, and an increase 
in the ratio of 1.7 times. The fourth period provides a still 
more remarkable contrast as against the third, the annual 
revenue exhibiting a growth of ten times, and the ratio to 
the total revenue of taxation no less than five times. The 
ratio of increase throughout the whole epoch can be ascer- 
tained by the following proportion: the figure for the first 
.period regarded as 100, the second will become 360, the third 
1,440, and the fourth 14,400, so that the taxes grew about 
one hundred and fifty times during the forty-five years. Of 
those levies, as has already been indicated, those for the 
first and second periods, namely, between the Restoration 
and the war with China, are military taxes for armaments, 
whereas those for the subsequent periods are war taxes in 
the narrower sense. 

Applying the scientific classification of direct and indirect 
taxes, those for the first period were direct taxes, while those 
for the second and the third were indirect, and those for 
the fourth consisted of 34 per cent direct and 66 per cent 
indirect taxes. 


RATIO OF DrrRECT AND INDIRECT WAR TAXES, 1868-1912 











Indirect 


: Average annual Direct 
Period cae Axes Per cent Kamies Per cent 
Yen Yen Yen 
First (1868-76)... 1,243,688 1,243,688 100 ee 2 
Second (1877-93). 4,460,288 is 4,460,288 100 


Third (1893-1903) 17,558,436 oe a 17,556,436 100 
Fourth (1903-12).| 187,494,441 62,310,000 34 125,184,441 66 





The foregoing table shows that of all the taxes increased 
or introduced in direct connection with war, and disbursed 
solely for purposes of arms and armaments, in the four dec- 
ades and a half since the Restoration of Meiji, those imposed 
between the Satsuma Rebellion and the Chinese War were 
restricted to indirect taxes; and with but the one exception 
of the Russian War, when an increase of direct taxes was 
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devised, indirect taxes were in the main always predomi- 
nant, and have so remained ever since, the rate being 66 
per cent of the whole. Though not'all the military taxes 
were disbursed for purposes of arms and armaments, yet as 
a whole they must be looked upon as so applied. We may 
safely conclude that war taxes of our nation have mainly 
been borne by means of indirect taxation. 

To sum up, the expansion of Japan’s ordinary revenue is 
largely due to increased taxation in the line of war and arma- 
ment; war taxes take the foremost place in the present-day 
system of taxation. Moreover, indirect taxes have for the 
most part prevailed and still prevail in the whole structure 
of war taxes, to which fact must be ascribed an almost un- 
precedented increase of our indirect taxes, as exhibited in 
Table No. VI, Appendix A.1_ How the war taxes, or, to be 
more exact, the indirect war taxes, were shifted, and what 
their effects were upon our national economy and finance, 
are to be dealt with in the subsequent chapters. 


1 Post, p. 194. 


PART II 


ECONOMIC EFFECTS OF TAXES FOR 
WAR AND ARMAMENT 





CHAPTER I 
INTRODUCTION 


The economic effects of taxation present a most compli- 
cated problem, in that they can be ascertained only to a 
limited extent. In many cases it is difficult, if not abso- 
lutely impossible, to know how far the law of cause and effect 
holds true of a certain tax. Another difficulty, and one of 
no inferior degree, presents itself in separating the effects 
of war taxes from those of other imposts and in isolating 
them in the vast field of economic facts and fancies. On 
the other hand, to investigate the effects of war taxes as a 
whole upon trade, industry, money circulation, and prices 
would be a fruitless abstraction from which no good could 
come. To inquire minutely into each war tax and its spe- 
cific effect would at once exceed the limited time and scope 
of the present research. Under such circumstances, my 
treatise on economic effects of war taxes will comprise a more 
general analysis of each individual war tax with its direct 
effect upon the object of taxation, as well as a synthetic 
observation of the effects on national economy. Respecting 
the financial effects of war taxes, no attention is paid to the 
secondary effects on finance due to economic conditions 
affected by war taxes, our attention again being restricted 
to their immediate influence. It is to be regretted that de- 
tails have to be limited on account of the brevity of this 
treatise. Further, it must be remembered that, as has been 
pointed out already in Part I, the emergency taxes levied 
at the time of the Russo-Japanese War were most important 
for their economic effects, and consequently we have to 
dwell on emergency taxes at greater length and in more 
minute detail than on other levies for arms. 
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CHAPTER II 


AN ANALYTICAL STUDY OF THE ECONOMIC 
EFFECTS OF WAR TAXES 


Errects oF Excises aND Customs DuTIES 
AS War TaAXxEs 


As has been succinctly stated in the preceding part of my 
research, a total burden of 187,494,441 yen is borne by the . 
nation in the form of war taxes, of which sum 34 per cent 
consists of direct and the remaining 66 per cent indirect 
taxes. The effects of war taxes upon the national economy 
at large, therefore, should be roughly considered as those of 
indirect taxation. The question of economic effects of in- 
direct taxes is essentially one of excises and their effects upon 
the taxable objects; in other words, the problem before us 
is that upon the incidence of consumption taxes (excises). 
Thus, first, the problem will be to deal with the variations 
of the prices of those excised commodities, and, secondly, 
to inquire into the effects exerted by each separate war 
excise upon the quantity and efficiency of its production. 

As an aid in studying the price movements of the excised 
commodities, the following table prepared by the Bank of 
Japan shows the movements of index numbers for the. last 
ten years: 

PRICE-MOVEMENT IN INDEX NUMBERS, I900-I9QII° 








Year Class I Class 2 Class 3 Average 
TOGO Scans ae eee © 100.09 100.10 100.13 100.00 
TOOT or eek ee 94.35 92.55 99.50 95-43 
TQO2 recente si sence acd 97.26 92.65 96.70 96.34 
TLOO3 55 ewe este aeieaset 106.47 95.35 99.33 102.65 
TLQOAS Anse beeiecuto tease 110.49 95.53 III.00 118.13 
LOOS 2 tis wee sane iene. 116.42 109.63 111.84 115.90 
TOOD:. hehe sos cee eee 121.39 117.16 116.57 119.31 
TOOT RR eerie Mee 132.66 124.69 123.40 128.73 
TOOS A ee ane ree 128.58 110.25 122.55 123.91 
TOOQ RN tere eds 121.18 107.07 118.25 118.07 
TOLOS Se acre ee eae 121.95 105.81 122.65 119.57 
TOUE Gs seepees Ieee eee 131.48 109.78 129.13 127.32 

















a Prepared by the Bank of Japan since 1900, by recording the price movements of 67 staple 
commodities, which are grouped under three classes: Class 1, articles of domestic production and 
consumption; Class 2, articles of export; Class 3, articles of import. 
commodities of domestic consumption rose in price about 31 per cent, those of export 10 percent, 


and those of import 29 per cent, averaging a rise of 27 per cent for the whole. 
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During the last decade, 
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Articles of export have shown the slowest rise in price, 
all others having shown an increase of about 30 per cent. 
Food and provisions head the list, rising 70 per cent, mainly 
attributable to the rise in the price of rice in 1911. Even if 
rice is excepted, food prices will show an increase of 50 per 
cent or upward. 

Contrasting the price movement of articles for domestic 
consumption with that of average prices during a correspond- 
ing period, we find that the former has always taken the 
lead, except in 1901 and 1904. In rgr11 the prices of articles 
for domestic consumption increased about 32 per cent, as 
against 27 per cent for the average prices, thus showing an 
excess of 4.2 per cent. More exact figures appear in the 
following table: 


RATIO OF PRICES OF ARTICLES FOR DOMESTIC CONSUMPTION 
TO AVERAGE PRICES, I90I-IQII 

















Year eee ees Average prices Difference 
Yen Yen Yen 
FQOOE ee cio cee 100.09 100.00 =1=209 
TOOE <1. ais AA iterate 94.35 95-43 —1.08 
EQO2 potas << cus sts 97.26 96.34 SEO? 
DOOS Ae eo ars ae 106.47 102.65 +3.82 
FOOAL Ao His see 110.49 118.13 —7.64 
BOOS sieue tes wine 116.42 15.90 ata 
VOOGS.5 cde Se 121.39 119.31 +2.08 
TOOF: codas phacksele 132.66 128.73 +3.93 
BOOGere see se ate 128.58 123.91 Al OF, 
TOOOKMEE Se 121.18 118.07 Gaul 
TOL gti eae 121.95 119.57 +2.38 
HOUEe See 2 ne eee 131.48. 127.32 +4.16 








In order to account for the excess in the increased rates 
of commodities for domestic consumption, we insert the 
following table, showing the retail prices of staple products 
between 1901 and rgto. Almost all of them show an increase 
to a greater or less extent, the most remarkable rates being 
280 per cent for salt, 70 per cent for red beans, 60 per cent 
for sugar, and 4o per cent for wheat flour. 
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RETAIL PRICES OF STAPLE PRODUCTS, IQ0I-I9I0 








3 ercentage 
Kind meee OLY iE nerened 
Yen Yen Per cent 

Rice "(pemkoRw nove e ec o--ce tata es es retest 16.586 17.188 6.6 
Miso (per kwan).. Sr eae 0.280 0.380 35-7 
Soy, highest quality (per cask)... Se 2.390 2.663 Lok 
Pickles, takuwan (per piece, moderate size). . 0.018 0.031 22 
Salt, Ako (per: bag) aca eyacta mca Nere outs 2 0.543 2.068 281.7 
Soja Deans (perl ROW) gar oer een ony ee 8.329 10.739 28.9 
Red beans, Hokkaido (periRORw) nic thet oan 6.687 11.571 73.0 
Wheat flour, ‘ ‘Lion’”’ (per kwan).. eae 0.326 0.458 40.4 
Buckwheat Meal, Musashi (per sho) . io ee 0.142 0.152 07.0 
Tea, Yamashiro or Omi (per kwan)........ 2.230 2.357 05.6 
Sugar, ppl enkoy (perik77 santero eee mre 0.099 0.159 60.6 
Eggs, Shanghai (per kwan).. Mpa tk. 15.680 17.565 12.0 
Beef, cow (per kin)... un Aedes 0.455 0.560 23.0 
Wine, Hachi brand (per ‘dozen).. Ai aa eee 4.400 5.250 19.3 
Beer Karing (per dozen) aeesq- soe yee orien 2.594 372-750: 6.0 

















Taking salt as an instance, we know that in 1901 the aver- 
age retail price per bag of Ako salt was only .543 yen, which 
has now advanced to 2.068 yen, an increase of 280 per cent in 
ten years. This is the state of affairs since the introduction 
of the salt-monopoly system in June, 1905. It is true that 
such a sudden rise in prices can be accounted for, as the 
authorities claim, by a reduction in domestic productivity 
due to climatic and similar causes. For instance, in 1905, 
when the monopoly measures were put in operation, inces- 
sant rainfall beginning in late spring greatly reduced the salt 
production, while the salt market increased prices in antici- 
pation of the monopoly enforcement.! The enforcement of 
the salt monopoly law, moreover, has caused an unusual 
rise even in years of abundant output. 

Rises in salt prices naturally led to the rise in prices of 
other commodities using salt in their composition, such as 
miso, soy, and pickles, which show a rise of from 10 to 70 
per cent in the foregoing table. 

Rises of from 10 to 70 per cent in prices of soja beans and 
wheat flour are to be ascribed to the increase of import duties. 


1 Cf. Report on the War Finance of the Russo-Japanese War, p. 522. 
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Instead of the 5 per cent ad valorem .dtity enforced by the 
introduction of the customs tariff system .in 1901, the rate 
on these products as a whole increased to 2 5 per cent due to 
the Russo-Japanese War, while an increase 6f io less than 
30 per cent was for soja beans alone. The import: duties on 
wheat flour were at the rate of 10 per cent in r901, and were 
increased to 27 per cent at the time of the Russo-Japanese 
War, to which the 4o per cent rise in prices is undoubtedly’ ; 
due.! e- 

Thus, it may be seen that of the three groups of commodi- 
ties, namely, articles of domestic consumption, exports, and 
imports, the first show the greatest rise in prices, and this is 
most conspicuously the case with foodstuffs subject to excises. 
The rises in prices of salt and other foodstuffs as illustrated 
in the statements above are but a few out of many instances 
which verify to what extent the repercussion of such taxa- 
tion is effected. As regards the prices of other foodstuffs 
affected by taxation, some similar facts can be noted, and 
we shall proceed to an inquiry into the effects of those taxes 
produced on the more important beverages and comestibles 
of daily consumption, such as sake, beer, soy, sugar and rice, 
with each of which we shall deal in succession. 


Effects on the prices of foodstuffs 


Chief among the numerous commodities of domestic con- 
sumption are foodstuffs, including ordinary beverages, and 
taxes on their consumption compose the greater part of 
indirect taxation. The problem of indirect taxes as war 
levies is, therefore, that of the effects produced upon the 
prices of foodstuffs by excises upon them. This is why we 
have to explain in the subsequent pages the relation between 
sake, beer, soy, sugar, and rice, and excises upon them, in 
order to ascertain the spheres of cause and effect. 


1Cf. import tariffs after the Russo-Japanese War, Pt. I, chap. v, p. 29; and 
table no. 1, Appendix A, post, pp. 168 et seq. 
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SAKE AND SAKE MANUFACTURE TAX 


No less than*eight times since the Restoration have the 
taxes on refined sake been increased. The six times they 
have been levied since the Satsuma Rebellion have been due 
to war and the extension of armaments. The first increase, 
of +88, provided the fund to carry out an extension of arma- 
ments after the Satsuma Rebellion; the second, of 1896, to 
provide for a similar extension after the war with China; 
~ the third, of 1898, to arrange for a second expansion of arms; 
the fourth to provide new sinews of war for the Boxer Up- 
rising of 1901; the fifth to meet the requirements of war by 
means of the Emergency Special Tax Laws (first and second 
programs) of 1904-5; the sixth to meet increased expendi- 
tures of the post-bellum finance of 1908-9. Every increase 
of the tax on sake after each war has been invariably accom- 
panied by a corresponding rise in the price of sake, as is 
convincingly manifested in the following table: 


COMPARISON OF INCREASES IN TAX ON SAKE WITH CORRESPONDING 
RISES IN PRICE 











y : Rates Prices 
Kind Period per kokus per kokua 
j , Yen Yen 
Class 1. Refined sake, unrefined sake, white sake, and | 1900-1 12.00 30.68 
PALE crore Giied toe eee ree Rae ren ce ain aae a 
Refined sake, unrefined sake, white sake, and mirin |(1901-2 I5.00 31.48 
containing 20 degrees or less of alcohol; Shochu con- |} 1902-3 15.00 32.38 
taining 30 degrees or less of alcohol, made from potatoes || 1903-4 I5.00 34.30 
1904-5 | 15.50. 35-19 
. ae 1905-6 17.00 37.61 
Refined sake, unrefined sake, white sake, and mirin || 1906-7 17.00 38.85 
containing 20 degrees or less of alcohol; Shochu con- |} 1907-8 17.00 41.09 
taining 30 degrees or less of alcohol................5.. 1908-9 20.00 43.20 
1909-10 | 20.00 43.49 
(19to-1r 20.00 39-55 
Class ShachusGpiitsrc., sear ce na Ane cue Sele atin aes I900-I I3.00 
Re IQOI-2 16.00 
Shochu containing 45 degrees or less of alcohol....... 1902-3 16.00 
1903-4 16.00 
1904-5 16.50 
1905-6 20.00 
=e 1906-7 20.00 
Shochu, containing 35 degrees or less of alcohol...... 1907-8 20.00 
1908-9 25.00 
I909-10 | 25.00 
IQIO-II | 25.00 











a Per koku unless otherwise specified. 
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COMPARISON OF INCREASES IN TAx ON SAKE WITH CORRESPONDING 
RisEs In Price—Continued 








Rates Prices 








Kind Period per kokue per kokus 
Class 3. Refined sake, unrefined sake, white sake, and Yen Yen 
mirin, containing 20 degrees or over of alcohol; Shochu, { r901-2 +75 | per Seine 
containing 45 degrees or over of alcohol............... 1902-3 degree 
1903-4 -75 [o 
1904-5 -775) alcohol 


1905-6 22.00 
. || 1906-7 22.00 
Shochu, containing 40 degrees or less of alcohol...... 1907-8 | 22.00 

1908-9 30.00 
1909-10 | 30.00 
IQI0-11 | 30.00 





1905-6 25.00 
1906-7 25.00 
1907-8 25.00 : 
1908-9 35.00 
I909-10 | 35.00 
IQIO-II | 35.00 


Class 4. Shochu, containing 45 degrees or less of alcohol... 








1905-6 85 





Class 5. Refined sake, unrefined sake, white sake, and 1906-7 85 | per 
mirin, containing 20 degrees or over of alcohol; Shochu 1907-8 ‘85 degree 
containing 45 degrees or over of alcohol............... 1908-9 Rea a 

1909-10 I.00 | alcohol 
IQIO-II I.00 














8 Per koku unless otherwise specified. 


The foregoing table is evidence of the rise of prices as 
affected by increased taxation. When the taxes on refined 
sake were imposed at the rate of 12 yen per koku, its market 
price stood at 30.68 yen, whereas an increase of 3 yen, 
effected by revising the sake manufacture tax law in March, 
1901, in order to meet part of the expenses for the Boxer 
Uprising, caused the price of sake at once to rise to 31.48 yen 
per koku, and subsequently to 34.30 yen per koku in 1903. 
This again advanced to 35.19 yen through the increase of .50 
yen by the first war tax program in 1904, and to 37.61 yen 
through an increase of 1.50 yen by the second war tax pro- 
gram in 1905. ‘The price at 41.09 yen in 1907 rose to 43.20 
yen through an addition of 3 yen by the revised law of 1908. 
Thus, it may be noted that between 1900 and 1908 therate 
was increased by 8 yen, whereas the price rose 12.52 yen 
higher, thus exceeding the increase of the tax by 4.52 yen. 
The excess in price advancement is undoubtedly due in 
some measure to the increased demand for sake and to the 
rise in prices of rice and other commodities in general; to 
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no less extent is it to be attributed to the fact that the increase 
of taxation resulted in a reduction of supply. The annual 
and quinquennial tables of refined sake manufacture since 
1872, as well as that of the corresponding sake tax increase, 


are given below: 


QUANTITY OF REFINED SAKE MANUFACTURED, 1872-1891 











uantit 

Year* Q Koku y Year* 
EO72 ead Bee! oceans integra eke 2,963,378 ESQ2. cotta recente sateen seaeiets 
1873. 3,267,532 TBOB sie; dts creQoses cla ixe, ao eat 
TO 7A tet ars anise oe aes 3,611,714 1894. 
TOT Sie cdine te recieve eaters Rees 3,118,876 1895.. 
TOT Tite coms Mactinia aise Ovo Mats 2,491,794 1896. 
MOB tere ieestenaa: serene Moh 2,862,416 ESO Fickahs, «seve cqnome Seems SP 
EG7Qi os te staat nomen ae 6 3,851,781 1898. 
TSSO ve ton asda ten ees oes 5,015,227 T8QQG as corieeiteerr eis 
ESSD sao & eee arg os oe 4,498,441 TOOO ceptor cartes suns eeeieeteuers 
1882. 4,790,681 I9OI 
ROS Bars cers oer Sere bake aise 4,895,898 EQO2 shee. ec gacnarecthers eke 
hhoteyt Wie alana frances amare 3,063,281 TOOR cindassecantn stan ee eee 
LOS Six cucactaes thewcvelguien ats 2,999,210 TOOARS 2 epecie oe egies 
WOSO Sra cheep ete tenes sAteyane oe 2,576,783 TOO 5 oo Sec y- nsec eget meee 
TSS7 Sar Pte thetatee see 2,869,050 LQOG6 202 weasel eons 
TOSS8s Nat cee eer 2,981,110 LOO7 Gao ace ae 
LOSOu ee oe eee 3,824,331 TOOS A Tt2s saute she eee 
TSQOiK Gh. sta Needs e 3,688,330 TOOQ ES. athe wags oS Manuals 
ESOT WE i tae ren ete 3,068,018 TOTO say nr coeds eens nea 

TOTTL,.cradavetanisectea eth tae 














Quantity 
Koku 


3,293,216 
3,495;573 
3,719,193 
3,599,547 
3,970,289 
4,636,114 
4,140,169 
4,380,687 
4,127,666 
4,615,068 
4,041,139 
3,309,312 
3,615,046 
3,153,402 
3,792,561 
4,167,721 
4,368,977 
4,134,968 
3,922,057 
3,861,124 


a In this table the years 1872 to 1875 are computed from January to September. The years 1877 


to 1911 are fiscal years as relating to sake manufacture, i.e., computed from October to September. 


QUINQUENNIAL AVERAGE QUANTITY OF REFINED SAKE 
MANUFACTURED SINCE 1872 











: ee 4 Average quantity | Percentage of in- 
Fiscal period Koku crease or decrease 
First 7 (1872=76) sane se cte ak ee eres 3,076,044 
Seconda (1877-81) re ieee ieee 4,203,709 +36.66 
Tiirclige(DOS2-GO) cores sera eee 3,280,844 —21.95 
Fourth (1887-0 l)ai gota. aerate s 3,371,001 + 2.75 
Wifthes B(T8Q2—00) tm. cter yo orcas: 3,884,143 +15.22 
Sixth (1897=1O00 ayettae eens er 4,260,946 + 9.70 
Seventh (1902-6) uaieeun ee te aia 3,607,608 —15.33 
Bighth' (10 7—0O) ner eters ee 4,071,782 +12.87 











ANALYTICAL STUDY OF ECONOMIC EFFECTS 55 


INCREASE OF SAKE SALE OR MANUFACTURE TAXES 








Fiscal period Rate of assessment Remarks 





1872-75........| 5 per cent of sales |Enacted by Decree No. 389, July, 1871, 
the rate being assessed on the sales at 
5 ryo per 100 ryo. 


EGASST Pc heLO. et eae Soa’ Enacted by Decree No. 26, February, 
1875, the rate being revised to .o1 of 

the sales. 

TB7ZS—7Oea. a6 5 I yen per koku Revised by Decree No. 38, September, 
1878. 

BSSO—G2s 5 cee 255) Seeeca ee Revised by Decree No. 40, September, 
1880. 

FOSs-O5 ee. Lok dee ae Revised by Decree No. 61, 1882. 

T806-08... K.. id ata es Revised by Law No. 28, 1896. 

ROOG—fO0Ow. Sarl) ES en Revised by Law No. 23, 1898. 

TOOL 7 eae hoc Ale TS: te Ae oe Revised by Law No, 7, 1gor. 

EQUS ume Was tier 20) cae Teens Revised by Law No. 18, 1908. 





A comparison of the two foregoing tables proves that an 
increase of sake taxes amounting to one-tenth of the sales 
in 1875 resulted in a reduction of the quantity manufactured 
in the following year, whereas despite a revision in 1878 to 
raise the rate to 1 yen per koku, the production in 1879 
attained a height almost unparalleled. In 1880 the rate 
was revised to 2 yen per koku, and consequently a slight 
diminution in production followed, though in 1881 and 1882 
a gradual increase resulted. A still further advancement 
of the rate to 4 yen in 1885 occasioned a severe falling-off of 
sake manufacture, which, nevertheless, gradually regained 
its normal productivity by 1890, in spite of two intervening 
increases of the taxes. In 1901 the tariff applied to sake was 
raised to 15 yen per koku, and a similar reduction ensued. 
Thenceforth, sake manufacture showed a tendency to in- 
crease in quantity until about 1907, when the rates at 20 
yen per koku were put in operation after the fiscal year 
1908-9, and the sake output tended by degrees to diminish. 
A perusal* of the fluctuations of the sake supply in those 
years should convince the reader of the fact that a reduction 
in supply is invariably attended by an increase in the manu- 
facture taxes. Considering the fact that sake manufacture 
taxes were mainly levied, as has already been noted, to cover 
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expenses of wars and armaments, we can understand how 
far the sake prices were affected by those war taxes imposed 
upon its producer.! 


BEER AND BEER BREWERY TAX 


The beer brewery tax was introduced after the Boxer 
Uprising of 1900, and increased first by the Emergency Tax 
Law of 1904-5, and then by a subsequent revision of the 
law in 1908, which fixed the rate (10 yen per koku) that is 
at present in operation. The tax is assessed on the quantity 
brewed, and, notwithstanding the successive increase of the 
rates, the quantity brewed shows a gradual increase. On 
the whole, we have reason to conclude that the effect pro- 
duced by taxation is inconsiderable. The following table 
will make this clearer: 


Tax ON BREWERIES, IQO0I—1907 








Number of | Number of} Estimated Rate of Amount of 


Year licenses | breweries output ~ tax tax 

Koku Yen Yen 
TOODeas oeychee 23 23 13,434,000 7.00 94,038,000 
TQO2'jacceeney.t 25 25 91,046,000 7.00 637,322,000 
1903712 fain 26 26 93,300,182 7.00 653,101,290 
TQOAG Sa nceids 22) 22 95,046,988 7.50 713,813,115 
LOOS ener: re 21 22 133,411,000 8.00 1,067,287,000 
TQOG Hon 13 13 159,368,000 8.00 1,274,941,000 
TQO7M sts usc 14 14 201,144,000 8.00 1,609,155,000 





A reduction since 1906 in the number of both breweries 
and licenses is due to the amalgamation of the brewery 
companies then existing. The fusion was accomplished 
mainly to remedy the disastrous effects of overproduction 
and competition, and herein no effect of taxation is traceable. 
In Japan, beer is not yet a beverage of general consumption, 
and a beer tax is likely to impair but little the economic 
standing of the people at large. 


1Cf. Aibara, Statistics of Production. 
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SOY AND THE SOY TAX 


The origin of the soy tax is to be traced from a period as 
remote as that of the Tokugawa Shogunate. In 1875 it was 
abolished on the ground that soy was an article of daily 
necessity and not a luxury, but was renewed in 1885 to 
provide new armaments. Frequent revisions of the law 
since 1885 and the Emergency Tax Law of 1904~5 raised the 
rates of the soy tax in rapid succession, as has been pointed 
out in the preceding pages. The economic effects produced 
by the soy tax as reintroduced in 1885 can not be ascertained, 
as the material for its research is deplorably lacking. Put- 
ting aside the situation prior to the Sino-Japanese War, we 
have to consider the soy tax as it has been levied since then, 
and at the time of the Russo-Japanese War in particular. 
At the outset, the rates of the soy-manufacture tax since 
1893, together with the annual output and wholesale prices 
of soy, as well as those of the raw materials in the corre- 
sponding periods, are shown in the following table: 


RATES OF MANUFACTURE, OUTPUT AND PRICES OF SOY, 1893-1905 








— 





ast Rate Soy output} Soy price | Soja beans yee ave 
1,000 koku | per koku | per koku per koku| per koku 
Yen Yen Yen Yen 
BBQ? oot ceria 1.00 1,279 8.830 5.310 1.340 
DSOA ace ore asl 1.00 1,329 9.130 5.320 1.200 
EGOS .005 o Parco 1.00 1,409 9.570 5.300 1.390 
EPOQO: scuty suck 1.00 1,505 10.710 6.110 2.440 
ESO Fis eye es kee 1.00 1,530 13.330 7.890 ark O 
HBOS? Lee tee ack! 1.00 1,532 14.227 8.310 3.382 
WSOC tacts, eae ee 1,855 14.382 7.382 2.100 
2.00 
ROOO! 50s iauels «1d we -OO. 1,572 15.517 7.189 2.394 
ROOTs.cee. .e AY & 2.00: 723 15.684 6.861 2.325 
TQO2 14.5 :tne ea Pae2s00 ot. 707 15.272 6.887 2.320 
POOF sae tae 2 2.00 1,763 15.810 9.270 2.908 
TOOAME? Cae ae a: 1,858 16.473 8.345 2.260 
2.50 
TOOK seks eee 2250 1,762 17.580 9.553 5.647 

















8 After March. 


From the foregoing table can be judged the fact that soy 
prices have advanced from one year to another in proportion 
to the increase of the tax rates and the rise in prices of raw 
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materials. In the year 1903-4, prior to the Russo-Japanese 
War, the price of soy per koku stood at 15.81 yen, whereas 
in 1904-5 an increase of the manufacture tax from 2 yen to 
2.50 yen caused a rise in price of 16.47 yen per koku, and 
subsequently in the year tgo05—6 a rise of 17.58 yen, or an 
advancement of 11 per cent as against the figures before the 
war. On the other hand, the annual.output of soy since 
1893 has also exhibited a similar increase from year to year, 
with the exception of 1900, when it showed a decrease, pre- 
sumably due to its tariff having been increased from 1 yen 
to 2 yen per koku; and in 1903-4, namely, one year before 
the war, 1,763,000 koku of soy was manufactured, and in 
the following year, though the rate was raised for purposes 
of war, the output, nevertheless, showed an increase. The 
yield of 1905, however, decreased slightly —1,762,000 koku 
as against 1,858,000 koku of the preceding year; but this is 
not far behind the average yield of the years when the tax 
was lower, the output being practically the same as before 
the increase in taxation. In other words, the rise in price of 
soy can not be accounted for by a shrinkage in its supply, 
but by an increase in demand. An increase in demand gen- 
erally involves a corresponding increase in national income, 
and therefore we have ample reason to believe that Japanese 
soy consumers suffered nothing from an increase in the tax 
on soy; nor did its manufacturers feel the effects of the 
advanced taxation, since the supply increased despite the 
successive rise in levies. This increase in demand might be 
due to the increase of population; but a comparison of the 
progress of population and the domestic consumption of soy 
shows, as is proved by the following table, that the propor- 
tionate increase of soy consumption far surpassed the in- 
crease in population in the corresponding period. We may 
therefore fairly conclude that such an increase in the soy 
output was unquestionably due to a greater demand for it, 
in consequence of the general prosperity of the nation. 
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COMPARISON OF INCREASE IN POPULATION WITH Soy CONSUMPTION 


























Soy production 
Year Population 
Raiaiink of Amount of 
Total output domestic 
ete consumption 
In 1,000 koku | In 1,000 koku | In 1,000 koku 
1894 41,813,000 1,329 6 320 
1903 46,732,000 1,763 20 1,743 
Rate of 
increase 
over 1894 117.6 137-7 











The following table, showing the number of manufacturers 
of soy for domestic use and the tax levied upon them since 
1900,! again testifies to a tendency of increase. In view of 
this fact, the above-mentioned increase in the output of soy 
is not to be attributed to the extension of the manufacture 
for sale at the cost of the production of soy for the manufac- 
turer’s family use, for the latter showed no decrease during 
the corresponding period. 


Soy For Domestic USE, 1900-1905 


Number of 

Year manufacturers Tax revenue 

Yen 
TOOOeS 5) hoe eh mow els xt 5,500 6,988 
EQOU se nclar ee iucyen sy Megat Foxe 17,603 21,144 
TOO2 sae eas oc erase => ok 18,626 22,128 
TOO Hae Se oA eet wes so Bs 18,232 21,521 
LOOM eee: Nae eee th Ls 5 OVO 37. 793,151 
TOOF so os eatin §61;043,754 837,488 


To sum up, during the intervening decade between the 
two great wars, the output of soy exhibited a remarkable 
increase, despite the successive advancements in the tax 
rate. This increase of output is due to a corresponding in- 
crease in demand, originating in the natural development of 
national prosperity; and the increased taxation on soy can 
not be held to have retarded its productivity nor lessened its 
standard of quality. Neither have the increased taxes on 
soy had any bad effect upon the distribution of the national 

1Cf. Shinsa-kai-yoroku, p. 269. 
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income, nor consequently upon the economic life of the 
people. 

Just a few words must be added here respecting the relation 
between the rise in the price of salt and the market price of 
soy. The revised law of 1900, by which a tax on salt was 
assessed at the rate of 2 yen per koku, put the market price 
of soy in 1901 at 17.40 yen per koku, whereas an addition of 
.50 yen per koku by the first increase program of 1904 raised 
the price of soy to 19.67 yen per koku, as against 18.29 yen 
per koku of the preceding year. On the other hand, the 
revised law of 1906, which reduced the rate by .75 yen per 
koku, did not bring about any fall in the market price of soy, 
but, on the contrary, a rise to 22.16 yen per Roku. 


TAX ON AND MARKET PRICE OF SOY, 1900-1910 











Assessment (rate per koku) 





Year SS oe Market price 
Refined Unrefined 
(Moromi method)|(Tamari method) 

Yen Yen Yen 
TOOL. ce hene ene eee 2.00 2.00 17.41 
TOOLS eee eeeregacrin ee ee ohe 2.00 2.00 18.20 
TOO2D RI erie sete Ree 2.00 2.00 17.20 
TQO3 Samat s0: aiieraea oe 2.00 2.00 18.29 
1904 (Increase)........ 2.50 2.50 19.67 
LQO5 koe we saciaeiac ake: 2.50 2.50 21.76 
1906 (Revision)....... 1.75 1.65 22.16 
TOOT. 8 does Carver ean ers 1.70 1.65 22.60 
LOOSR Stem chek rhe es eae 1.75 1.65 22.75 
TQOO Sx Wate eather es 1.75 1.65 23.30 
TOTO a. siege care denssior ae 1.75 1.65 eee, 











That such high prices long survived the reduction of the 
soy tax may be ascribed in some measure to the increased 
demand, but above all because the price of salt, which is an 
ingredient of soy, had almost doubled since the operation of 
the salt monopoly in January, 1905. 


SUGAR AND THE SUGAR EXCISE 


The sugar excise, as was noted in the preceding part of our 
research, was introduced in March, 1901, to provide funds 
wherewith to meet the extraordinary expenses of the Boxer 
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Uprising in 1900. Since its introduction, it has been in- 
creased three times to date, and its increase has been always 
due to the needs of war. The first increase was carried out 
by the First Emergency Tax Law of 1904, the second one by 
the Second Emergency Tax Law of 1905, and the third one 
was enacted to meet the expansion of government finance 
after the war with Russia. The relation between the sugar 
excise and the market price is indicated below. At first sugar 
was graded into four classes, upon the basis of Dutch 
standard color, and the tax was assessed per 100 kin as 
follows: 


Yen 
CISSS I ee mer cehireRea ie ote otic s that Satie 1.00 
Class 2 in Wace ema cee. 1.60 
CEA ASs 13 eer aerean ests hxc osetia owons See ioe vee EEO 
Glass: 4 Weavens ox ke Rot ei ee OO 


Up to 1903, the market prices of Class 3 and Class 4 
(Japanese and foreign red sugar and white sugar, respectively) 
indicated no advancement. In the following year, increased 
levies of 3.30 yen on Class 3 and 3.70 yen on Class 4, involved 
in the first war tax program, raised the prices of Japanese 
red sugar to 12.10 yen, foreign red sugar to 9.84 yen, Japanese 
white sugar to 15.93 yen, and foreign white sugar to 14.63 
yen, —an increase ranging from 2.67 yen to 5 yen as contrasted 
with the preceding year. By the second war tax program, of 
1905, the excises on Class 3 and Class 4 were each increased 
I yen, and sugar prices again tended upward, including 
those of red sugar, both Japanese and foreign, which had 
shown a rise less than the increased amount of taxation at 
the time of the first program would lead us to expect. In 
1906 and 1907 sugar prices tended slightly downward, 
although the tariff remained the same. The revision of 
1908, comprising an increase of 2 yen on Class 3 and 2.50 
yen on Class 4, occasioned a gradual rise in 1909, though in 
-smaller measure than in 1907, the advancement in prices 
falling short of the increased amount of excises. In 1910 
the four classes were revised into six, and the excise was 
curtailed by .50 yen, resulting in a slight fall of the market 
price of sugar. 
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EXCISE ON AND MARKET PRICE OF SUGAR, I900-I910* 








Rate of excise 








Market price per 100 kin 









































oe cd per 100 kim |Japanese| Foreign|Japanese| Foreign 
red red white | white 
Ven Yen Yen Yen Yen 
1900 Pst O73 Onlmaa7 0 a7 10.02 
(1901 1.00 ae ies ee 
| 1902 1.00 
Class 1. Sugar and ||1903 1.00 
molasses under No. | | 1904 2.00 
8, Dutch Standard. .}{ 1905 3.00 
1906 3.00 
1907 3.00 
1908 3.00 
| 1909 3.00 
Under No. 11: 
A. Black sugar 
TH CASIE Rye cance ee I9IO 2.00 
Bs Others?. 2 >. -| Lore 3.00 
I9QOI 1.60 
1902 1.60 
Class 2. Sugarabove || 1903 1.60 
No. 8 and under || 1904 4.60 
No. 15, Dutch B4O08 
Standard. . .|4 1905 4.40 
1906 4.40 
1907 4.40 
1908 5.50 
1909 5.50 
Under No. 15....| 1910 5.00 
IQOL 2.20 9.37 8.12 : 
Class 3. Sugar and || 1902 2.20 9.45 | 7-59 : 
syrup above No. 15 || 1903 2.20 9.07 7.59 4 
and under No. 20, ||1904 5.50 12.10} 9.84 
Dutch Standard. . .|{1905 6.50 13.90 | I1.65 
1906 6.50 11.96} 10.46 
1907 6.50 12.01 | 10.94 
1908 8.50 13, 27a elles 
1909 8.50 12.93 | 12.48 
Under No. 18....| 1910 7.00 12.49 | 12.40 
1901 2.80 12.47 | 10.76 
1902 2.80 12.28 | 10.46 
Class 4. Sugar and ||1903 2.80 12.70 | 10.91 
syrup above No. ||1904 6.50 15.93 | 14.63 
20, Dutch Standard.|{ 1905 7.50 17.98 | 16.58 
1906 7.50 L7a12) | 05.99 
1907 7.50 16.25 | 16.09 
1908 10.00 17.57 | 17.41 
1909 10.00 £7.12") £8.09 
Under No. 21....} 1910 8.00 17.27 | 18.56. 
Class 5. Above No. 
DT, J imahc te eh Foes cpa ae I91O 9.00 17.27 | 18.56 
Class 6. Sugar can- 
dy, san Stay loaf 
sugar, etc..... 1910 10.00 




















® The market prices of sugar are taken from statistics prepared by the Department of Agriculture 
Represents a decrease of .70 yen since October, 


and Commerce. 
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The foregoing table shows the relation between the sugar 
price and sugar excise since the establishment of the latter. 
A comparison between the thirty-third year of Meiji (1900) | 
and the thirty-fourth year of Meiji (1901) indicates that the 
excises imposed on Class 3 and Class 4, which include red 
and white sugar, amounted to from 7 yen to 9 yen, whereas 
the rise of sugar prices ranged from only 3.46 yen to 4.70 yen, 
with the exception of foreign white sugar, which rose to 
8.54 yen. Thus, the burden transferred to the consumers is 
about half the amount of the excise. 

That the shifting of the sugar excise was thus limited, and 
went no further, was due partly to the increase of its importa- 
tion after the war and partly to the rise in sugar prices caused 
by the taxation, which in no small measure reduced the con- 
sumption. The per capita consumption of sugar in this 
country was put at about 8 kin at the time of the Chinese 
War of 1895, and it gradually ascended to 13 kin at the time 
of the Boxer Uprising of 1901. The enactment of the sugar 
excise law in the same year immediately tended to a shrink- 
age in sugar consumption, and in 1902 it dropped to 9 kin 
per capita. 

It subsequently advanced to 11 kin in 1904, but the in- 
crease of the rate in the same year again led to an abrupt 
fall in its consumption, which averaged 7 kim in 1905 and 
since has been ranging at approximately 9.7 kin. The sugar 
consumption in the intervening years is given below: 


Year Total consumption Per capita consumption 
Kin Kin 

FOO2 ier Gian oe shane 412,493,898 9.01 

FOOR NRE ee eee 15; 540,800 11.07 

TQOAS Heer tetercete et sins seis 544,839,255 11.54 

LOORU REE ee ee 942,200,048 7.13 

POOG: ers ma ee etek tia a 481,175,327 9.93 

TOO7ECRE eee ee eA Selo. 5 oy 9.68 

TOOS ee cpt epucme ee Meenas 483,173,228 9.72 


Such a diminution in consumption, other things being 
equal, necessarily compels the producers to bear part of the 
excise burden, while the production is tending to further 
shrinkage. As regards the conditions of sugar production 
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and trade in this country, we have on hand the records of the 
sugar cane crop since 1878 and those of sugar production 
since 1887. In the latter year the’ production stood at 
60,000,000 kin, whereas the recent returns for 1911 reported 
it to be a little more than 114,000,000 kin, or twice as much © 
as it had been 24 years before. Moreover, the sugar import 
which amounted in 1879 approximately to 1,323,000 kin, 
increased in 1911 to 131,450,000 kin; its export, which did 
not exist in 1879, amounted to 477,000 kin in 1902 and to 
76,820,000 in 1911. Besides, there have to be added the 
imports from Formosa of 395,800,000 kin in the latter year, 
and the exports to Formosa from Japan, amounting to 
2,800,000 kin, as well as similar exports of 14,030,000 kin 
to Korea. 

The main features of sugar production, including imports 
and exports, are given below. Attention is directed to the 
fact that the sugar output in 1900, prior to the introduction 
of the sugar excise, stood at 109,854,481 kin, while it 
abruptly diminished with the establishment of the excise in 
t9o1r to 85,075,275 kin, and kept on diminishing in 1906, 
until it dropped to 83,284,303 kim in 1907. 


SUGAR CROP AND SUGAR PRODUCTION, 1878-191 1° 














Wesg Cultivated Cap Average yield Sugar pro- 

_ area per cho duction 

Cho Kwan Kwan Kin 

Tii7.O state krhen © aaa 74,248,189 tents ; ee ays 

TS822e caiacrays stek! 96,965,220 ae S852 
TS87 so aenes 16,677.9 115,546,829 693 60,730,144 
TSQ2 on wey. SPeteih aS sian 67,007,325 
T8O7) crete aes Re sae Sess 83,736,706 
T8QOS a5, ta eo ihe ere eer 93,931,919 
U8QO sae non sees agate esi Lees 106,761,644 
TOQOOO ss mae ares Get Ceameys 109,854,481 
TOOL sage none tn aie eas Ba eae 85,075,275 

T QOS sae onity haere 18,908.5 205,902,878 1,089 ene 
1906. c. eee 17,516.2 175,693,773 1,003 84,787,497 
TOO aerate 17,698.6 ‘| 159,222,003 900 83,284,303 
TLOOS dere acct 17,283.2 171,016,778 989 89,990,523 
TOQOO Wwe ae 21,365.6 188,184,905 881 98,024,518 
TOLO.K Gn 20,062.0 219,870,982 1,096 109,547,141 
LOUIA Shas 21,280.8 229,179,482 1,077 114,600,675 

















® The sugar production since 1906 refers to the annual output for the corresponding fiscal year. 
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The above record shows most significantly that the reduc- 
tion of sugar production in the closing decade of Meiji must 
be ascribed to the rise in the price of sugar, brought about 
by the introduction of this excise, and subsequently its 
increase by the Emergency Tax Law, which in turn caused 
a lessened demand. 


RICE AND RICE IMPORT DUTY 


In the preceding pages we observed the relation between 
the taxes upon foodstuffs and other staple commodities on 
the one hand and their prices as affected by the taxation on 
the other. The problem before us now is the relation be- 
tween the price of rice, the most important article of Japanese 
diet, and its import duty. 

A few words on the history of Japanese customs duties may 
not be inappropriate in this connection. Their origin dates 
back to 1853, when the American squadron came to Uraga to 
demand the opening of the country to commerce. The 
treaties concluded in the first year of Meiji (1868) with vari- 
ous foreign countries remained substantially the same as the 
treaty with America, which was taken as a model. Thus, 
it may be seen that the Japanese customs duties began with 
the conventional tariffs, and not until March, 1897, namely, 
a few years after the Sino-Japanese War, were there any 
statutory tariffs put in. operation. The customs tariffs then 
in force were of a multiple system, consisting of the con- 
ventional tariffs with 85 major items (with 144 minor 
divisions) of dutiable articles based upon the treaties and 
their supplements, and the statutory tariffs enacted by the 
Import Tariffs, annexed to the Customs Tariff Law. By this 
new legislation, grains and manures were exempt from taxa- 
tion, as were also imported cotton and wool. By the first 
Emergency Special Tax Law of 1904, a 5 per cent ad valorem 
duty was introduced on grains and articles of food (wheat, 
barley, beans and peas, corn, sesame, wheat flour, etc.) to 
keep pace with the increased internal land tax. By the 
second Emergency Special Tax Law of 1905, the above im- 

6 
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port duty was increased to 15 per cent, while a 1o per cent 
ad valorem duty was made operative on and after July 1, 
1905, on imported rice and paddy. This is the origin of our’ 
rice import duty. The reasons the government gave for 
introducing the rice import duty were purely economical. It 
is true that an import duty on grains, whether created or 
increased, does in some measure enhance their prices; also, 
an increased internal tax on arable land doubtless raises the 
prices of domestic grains. Thus, the import duty.on rice is 
justified, because it equalizes the burden of taxation, pro- 
vided the duty is not too heavy to allow ofimportation. The 
government anticipated that an increase of the land tax 
would naturally raise the price of domestic rice, and thus 
pass on part of the burden to the consumers, and the neces- 
sary balance was maintained by introducing a customs duty 
on imported rice, thus raising its price to a corresponding 
extent. As the emergency taxation long survived the res- 
toration of peace in October, 1905, the import duty on rice 
was made permanent. In 1909 the almost unprecedented 
abundant harvest of the preceding year brought on a sudden 
decline in the rice price, whereupon the members of the Diet 
in favor of the protective tariff announced in the twenty-fifth 
session a manifesto to raise the protective tariff for the sake 
of the peasantry, proposing a twofold increase of the former 
rate. This manifesto was approved by the Lower House, 
but the House of Peers proved refractory, and the proposal 
fell through. In the twenty-sixth session, however, the 
government submitted to the Diet for approval a proposal 
introducing a slight modification in the existing customs tariff 
on the ground that the period for treaty revision was drawing 
near. ‘The Lower House, considering the government pro- 
posal too mild, revised it along the lines of a still heavier 
increase; but the Upper House, not in favor of the revision 
of the Commons, wished for the renewal of the original 
government proposal. In a conference of the two Houses 
an agreement was sought, at which the revision of the Lower 
House was passed, a provision being added to the effect 


ANALYTICAL STUDY OF ECONOMIC EFFECTS 67 


that the import duty on rice and paddy might be reduced 
to the limit of .40 yen per kin by an Imperial ordinance in 
case the harvest was poor. From this resulted the present 
import tariff on foodstuffs. The following table shows a 
comparison of the former and present duties on grains: 


Item Former rates of duty Present rates of duty 
Yen per 100 kin Yen per 100 kin 
Rice and paddy........ 0.64 1.00 
Barleyine sone. oO S 0.55 
WiDCSES oe eeicnn ee ea TOS 0.77 
Wiheat fours. elon 1.45 1.85 


Thus, it may be seen that the rates on rice and paddy 
were nearly doubled, the new rates to be enforced in July, 
to11. A glance at the comparison between the index num- 
bers of rice prices and those of general prices since the Sino- 
Japanese War will indicate that from 1902 to 1910 rice was 
lower than other staple commodities,! whereas in to11 the 
tables were turned and the course of events thenceforth 
was directly reversed, as is exhibited below: 


RATIO OF PRICES OF RICE TO GENERAL PRICES, 1902—1912* 








Index number Index number : 
eae of rice prices of general prices Difference 
TOO2 Hee ee obra oh itera S 100 100 ayochh 
FOO IS 4s ol as eee eae 114 109 42 5 
POOH o0 i, srk Pola sseerss cin ee 108 118 lO 
LOQOGe oles Galea eis PLO? 127 an 
TOOOE Sos. Oe SU ee 115 130 Sel 
TOO 7 ikon ee then tess tscene 125 135 aie 
MOOG 2% cojonca papers cis va hon 124 132 nS 
DOOD ee aida): wine wha Mane 102 130 ——28 
POQUOE Maint lore heen ye ous! 103 132 _ —29 
MOD te prepay ooh os eke etogeitene one 146 136 SO 
NOM? sees ee Tae eee 165 141 +24 














a Prepared by the Bank of Japan, selecting 66 sorts of staple commodities as contrasted with rice. 


The following table, here inserted for comparison, shows 
the actual prices of rice since 1901. In 1903, when rice was 
a free article, its price stood at 14 yen per koku, which de- 
clined to 13 yen when the new law of 1904 levied an ad 
valorem duty. In 1905, when the rate was increased, the 


price fell, on the contrary, to 12.50 yen per koku. 


1 This does not deny the fact that the prices in January, 1887, regarded as 100, 
the ratio of increase in rice prices invariably went ahead of that of general prices. 
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MARKET PRICES OF RICE, I90I—1910* 








Year 


TOOT. a 
TOOZ hat 
TOOR sea. 
1904.... 
T905 a5. 
LOOOr Las 
1907.35 
TOOSE ae 
EQ0O0@, < 
TOLO. 00% 











® Per koku 


This decline in rice prices was due to the abundant domes- 
tic harvest of rice as well as to the increase in the importation 
of foreign rice, anticipatory to the war. The conditions of 
rice importation since 1901 are exhibited in the following 
table. As shown here, the quantity of imported rice 
amounted in 1902 to something like 1,800,000 koku, which 
increased to 4,900,000 koku in the following fiscal year and 
to 5,800,000 koku in the year 1904-5; a slight fall to 4,600,000 
koku is recorded for the year 1905-6; other more serious 
retrenchments are noticeable since 1906-7, especially note- 
worthy being the abrupt fall to 1,320,000 koku for tg09-10 
and to 920,000 koku for 1910-11.! 


IMPORT AND EXporT OF RICE, I90I—I9IO 








Year 





























Import Export 

Quantity Value ieee Quantity} Value oe 

Koku Yen Yen Koku Yen Yen 
1,244,775 | 11,878,958 9-54 520,617 | 6,908,913 13.27 
1,803,629 | 17,750,817 9.84 | 507,695 | 6,679,544 13.16 
4,864,962 | 51,960,272 10.68 328,974 | 4,959,880 15.08 
5,892,714 | 59,791,911 10.15 308,439 | 4,724,860 15-32 
4,638,365 | 47,981,265 | 10.34 | 208,074 | 3,126,989 15-03 
2,440,434 | 26,172,079 | 10.72 | 224,463 | 3,687,083 16.43 
2,708,106 | 30,931,058 I1.42 201,115 | 3,664,344 18.22 
1,941,417 | 22,688,539 11.69 216,035 | 3,910,243 18.10 
1,325,243 | 13,585,817 | 10.25 | 402,393 | 5,867,290 14.58 

918,627 | 8,644,439 9-41 408,810 | 5,900,477 14.43 


1 For conditions since the first year of Meiji, refer to table no. tv, Appendix 


A, post, p. 


gl. 
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In view of the foregoing record, we have reason to conclude 
that the rice import duty of .64 yen per 100 kin imposed by 
the emergency measure had nothing to do with the rise in 
the market prices of rice, while, on the contrary, the pro- 
tective tariff on imported rice, enacted in 1o11, really influ- 
enced in no small measure a rise in its prices. 


Effects on prices of raw materials 


In the preceding section we have pointed out to what 
extent the war taxes affected the prices of foodstuffs. We 
shall now proceed to a study of their effects on the prices of 
raw materials. By raw materials are meant those commodi- 
ties coming for the most part under Class 3 mentioned earlier 
in this chapter. As stated in that connection, the main 
current of rising prices in the closing decade of the Meiji 
Era holds no less true with the goods of Class 3 than with 
the two remaining groups, although the price advancement of 
raw materials falls to a considerable extent below that of the 
articles of food. The leading features of the fluctuation in 
prices of raw materials since 1901 are given below. The 
reader will perceive that the average index number of 25 
commodities, from whipped cotton to wood, shows, as con- 
trasted with July, 1901, an increase of 6 per cent in October, 
1903; of 13.5 per cent in October, 1905; of 19.2 per cent in 
October, 1906; of 26.7 per cent in October, 1907. Since 
1907, the advancement showed a slight retrogression, and in 
May, 1908, the index number stood at an increase of 16.8 
per cent as against 1got. 

That the rise in the prices of raw materials in this country 
fell to a degree far below that of foodstuffs must be attributed 
to the fact that the former consist mostly of such imports as 
are exempt from duties, only a few of them being produced 
athome. Grouping the raw materials in the table below into 
home and foreign products, we can make a comparison of 
the specific price advancement of those two groups. Rise 
in the prices of such imported articles as cotton, dyes, iron, 
nails, and soda is not very heavy, as contrasted with that of 
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PERCENTAGE OF FLUCTUATION IN PRICES OF RAW MATERIALS, 1901-1908 





























Commodities ‘I90I| 1903 1905 1906 1907 1908 
SS ae is SR ee | ae Bs ee ee 
mee COULON er ese eae TOO | TOT Aa 107-7. |, i474. 123.0 |) 126.6 
Firewood. i eee LOO) Thor 7a fo sn2m cate 7 mer sos | [ado 
Charcoal. . cist oe ere) LOO) LOOZOU|) TLOM dali eI 2O = 5, 037.16 
CGal oes Gentle eae ees: LOO! |) 85.5) || 162.2 |eiaonbulens5.5.| T2050 
eesaestn gc SEE ae eee LOO We 124284 Raf out se sem rast cIen | MEO bee 
Herring refuse. . DOs one a LOO || 106.74 ns Gas It ome Oge aor zOms 
Inciantindigonace ae oe LOO aLOseo Sieve KeVESey | yee! 94.9 
Aniline dyts auc, 2h e.. 100 95-5 | 103.0 | 101.4 | 105.9 | 105.9 
Ginned cottom.6..¢ sssek4.-55: LOO) | LOL..7; | SLOts 7a) LLO.On eon hs 5) TOAS2 
Chinese cottOten. ees eee LOO! |) LLOLO)|" (OGOn" TLOnOm| tts 47, 96.9 
AnrericanyGOttom ys. =o. aes) LOO 13 oi er 5a 122) Gn 2 Oso atte 
Indianicottonaw. aes] on sade +) LOO LOT. One LULA. 7 eto mal mnl Ammen TOA. 
Steele em neh te Sees al LOO 92.4. | 122.8 |-149.6 | 121.5 96.3 
Drone yeryan textos a aes aoe ae 100 Sorat 82/50) | BOOn7 g1.2 78.5 
Coppeke ne on eee aes) LOO ly eO7a7 ul 87 7a SOOM ens 22 le v5 OsO 
Meade Rahim tan eats ee teieeiel| LOORMEOT 229] eat Ae oI ae Of EEA neo es ee Te) 
Nails einen chante ea shel LOO) 86.1 | 100.0] 109.5 | 129.0] 107.1 
@ement mean. Me bee ral LOOu| | MEOOES 83.2 92.9 | 118.0 | 108.4 
Weather osne Ao Mob eee se ei LOOM! LOO Om eie kel) 5:1 0 O7/./7i mak OORT MOZe 71 
Indianvleathern.n + c.pyace 22 4) 1004) 105.6) 0132-0 | 1375 7mlebs oe Onl ta ano 
Macquer twice. Wi, seen fete LOO) (BITS Aa" TO8tGr) Li7e5 ero 2m med. O 
Vegetable wax.. a ee LOL 2ATt a AS til et Sham arod seal teOe7 
SOda Mase tee hrc ee ee TOOR| O83 30) 113 soe lil. 3s Lone Oss 
Sulphur. . ..| 100 | 105.8] 100.6} 94.8 | 96.6] 104.8 
Wood { etomarcyparts ab obtus ..| 100 85.5 | 116.6] 100.0 | 113.7 | 110.0 

Cryptomeria wel LOO. 8054 1100.05) TOO. ON) Eitee ut mss 4 
IAV ELAS Cw usteee- ish ee it] 1 LOOMS LOO ta 13" 50 mrt Oe 2s M2 Om 7a nnORS 











such home products as firewood, coal, herring refuse, lacquer 
juice, vegetable wax, and wood. The extraordinary fall in 
the prices of copper, iron, steel, leather, and cotton is no 
doubt due to the fluctuations of the international market, to 
which such articles are economically subject: The emer- 
gency tax legislation refrained as a rule from hitting imported 
raw materials, and therefore they have little if any con- 
nection with war taxes.! 


Effects on prices of manufactures 


In the preceding pages we have seen that no special effect 
was produced upon the prices of raw material by the war 
taxes. We shall now proceed to consider the effects of war 
taxes upon the prices of manufactures. Manufactures, as 
a rule, tend to fall in prices as the general economic develop- 

1Cf. Pt. I, chap. Iv, and table no. 11, Appendix A, post, pp. 162 et Seq. 
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ment advances. Take, as an illustration the case of plate 
glass. Since 1go1 its price in this country has shown repeated 
reductions. Heavy falls in the prices of such articles as 
cotton yarn, silk thread, or floss silk are influenced similarly 
by falls in the prices of raw materials. However, a few 
articles form exceptions to this general rule. For instance, 
petroleum rose 44 per cent between 1901 and 1908, while 
cotton and silk fabrics advanced in the same period 23 
per cent and 11 per cent, respectively, chiefly due to the 
increased taxes at the time of the Russo-Japanese War. 
The price movements of the more important manufactures 
between roor and 1908 are given below: 


PricE MOVEMENTS OF MANUFACTURES, I90I-1908 

















Manufactures I90I | 1903 1905 1906 1907 1908 
PECLOVeWIN Fo oh eG ele aes LOO MLOns 124 Sule nesnoel 1e4e 8 Wetddaes 
Gottonhyarn (No. 16). 94 100M "O63. (TS Teo aber 33e2ers0R4 | to4e7, 

* SCN O 20) eee eee LOOMMLOSMOMml3 33. NAqe Oe Tadoulle LOSE, 
(CACORE Seer ee LOOM) LO7s2* |) 141.9) | 130¢7 |) 136.2 | 12776 
Gotton ae rie ese ee ee 100 | 96.4 | 123.2 | 139.9 | 152.9 || 12315 
IVER ete teeter ea TOON A= 7a el20..0 et 5050n| 57.00) T2805 
iateipiass.: . aches somes 100 69.2 99.1 72.4 Awe 66.8 
Biloss sila. Oo -  yoeeete eee aes LOOM SLOZ 5) we O25. | TL2 251053603 LLO 16 
Silkstone = ere er ee ee TOOn eta Onl O10) L311) 145.04 Liter 
Siialinanpa cloth er ere eLOOr | LL sal OS. 35k LOS Onell Ley ae 5 10 

INVET ACER tenn oes eee POON MLO 20) Sil 1eO) | T25eAulels 37a ine. © 




















Of the various items in the above table, textile fabrics and 
petroleum furnished the Treasury with taxable objects to 
meet war expenses, and they are to be reviewed more 
minutely later on. 


TEXTILES AND THE TEXTILE EXCISE 


The textile excise in Japan began with a 15 per cent ad 
valorem duty on woolen fabrics, enacted by Law No. 3, 1904, 
viz., the first Emergency Special Tax Law. The revision of this 
law in the next year introduced another 1o per cent ad valorem 
duty on textiles exclusive of woolen fabrics. Law No. 7, of 
March, 1910, consolidated the existing laws by making the 
textile excise independent of the other emergency imposts. 
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The relations between the market prices and the tariffs of the 
textile fabrics, before and after the increased taxation, are 
exhibited below: 


RELATION BETWEEN MARKET PRICES OF AND TARIFF ON TEXTILES 














Year 


TOOOMsEre 
TOOIE Roe 
TOOD aie 
TOO3 sere 
1904 2-5  f 


TOOS sy ee 





{ 


Market prices 








Rate of 
excise Bleached] Bleached | Deep blue 
cotton calico silk 
per fan | per roll | per tan 
Per cent Yen Yen Yen 
337 4.06 Bao 
-38 3-96 3-53 
.38 4.08 Beet 
ae -36 Ait 3-49 
15 ET 5.05 Be2T. 
15 (woolen ne 
10 (other fabrics) ATA pe S O45. BF 
- .46 5.20 3.94 
: 47 5-41 4-43 
s -44 5.61 4.14 
.44 5-41 3.82 
10 -45 5.67 4.60 














Remarks 


Created by the 
emergency tax 
law (woolen 
fabrics only) 
Revised (inclu- 
sive of woolen 
and other fab- 
rics) 


Revised, _irre- 
spective of the 
manufacture 
(woolen or 
other fabrics) 








¢ 

Thus, it may be seen from the above table, that in 1904 
bleached cotton stood at .41 yen per tan, bleached calico at 
5.05 yen per roll, and deep blue silk at 3.27 yen per tan, whereas 
the excises upon these fabrics raised the prices more than ro per 
cent, viz., .47 yen, 5.64 yen and 3.77 yen, respectively. Such 
rises in the price of textiles necessarily brought about a cor- 
responding decline in demand, and consequently the output of 
textile fabrics in this country has greatly fallen off. 

To confirm this fact, a comparison of the textile output in 
1904, when the textile excise was introduced, with that of 1907 
is given as follows: 
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1904 1907 Difference 
Yen Yen Yen 
Siichth ae asce: 6 tes) 43,959,366 31,639,187 —I2,320,179 
Cottonicloth'e: & sf. is 47,144,445 19,344,097 —27,800,348 
CRU eek aies,c sos cs - 9,908,632 14,625,685 +13,217,053 
Ota lee rose at ae 2) 512 )443 65,608,969 —26,903,474 


Such a decline in value is strong evidence of the decrease in 
textile output, especially in view of the fact that the prices went 
up during the intervening years. 

Besides this textile excise, there was another thing which 
proved a serious check on the production of textile fabrics. 
As the tax law was enforced strictly to the letter, large scale 
mills or factories organized into companies found no oppor- 
tunity for the evasion of the excise, whereas the producers 
employing hand machines scattered about in the country, 
where the collector’s supervision was less rigid, could easily 
keep on evading their levies. Moreover, as will be stated 
later, the tax which enhanced the market prices of textile 
fabrics recalled to life the use of the almost forgotten domes- 
tic hand machines, of which only a few remained. Part of 
the native textile industries, carried on until then on a large 
scale, were broken down, being unable to meet the hardships 
of competition, while some others were either prevented 
from coming into being or had their development retarded 
by such legislation, and many of the smaller producers who 
were too respectable and honest to evade the excise had to 
retire from their trade. On the other hand, the above law 
provided for refunding the drawbacks on exported textile 
fabrics in order to stimulate the export trade, but this pro- 
ceeding failed to accomplish what was anticipated, in that 
several difficulties presented themselves and frequent revi- 
sions in the formalities were necessitated. The government 
at last made such textile fabrics as were intended for export 
subject to the sanction of revenue officials, who were to 
inspect them at the place of export. These officials might 
at any time have full liberty to inspect or examine the ac- 
count books of the manufacturers. Thus, the procedure 
required in the export of textiles erred on the side of severity 
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and naturally hampered their export trade in a great meas- 
ure, while the import of textiles increased in spite of all 
expectations to the contrary. ' 


PETROLEUM AND THE PETROLEUM EXCISE 

The petroleum excise was levied at the rate of 3.2 sen per 
gallon by the Emergency Special Tax Law of 1904. It was 
subsequently abolished by the revision of the law in 1905, but 
was soon revived by Law No. 21, of 1908, when the petroleum 
excise bill was submitted to the twenty-fourth session of the 
Diet for approval and was sanctioned, since the Treasury was 
in urgent need of revenue owing to the enlargment of the 
government expenditure after the war. The excise was 
assessed (Art. 2) at the rate of 1 yen per koku. 

The relationship between the rates and the market price 
since the introduction of the excise is shown as follows: 


RaTIO OF TAXES ON PETROLEUM TO MARKET PRICES, 1900-1910 











Year Rate of excise |Market price per fo Remarks 
Ven Yen 
LOOOse eRe etree et 3.44 
TOOL Mer ree eat ny eee ee 2.86 
TOO? . cece Snes aoeerctenets 2.62 
LOO 3 ee Nee eee se 2593 sik 
LOOM e ome hema .032 per gallon Beas Introduced as an 
emergéncy tax up 
to September. 
LOO5) aa eee 3.29 re 
TOO S25 rae ee 3.42 
TOOT Ieee rrr ee ee apo: Bao hae 
EOOS a 5s See eee I per koku 3.94 Renewed 
TOOO KAS Sere pe aes 3.85 ne 
TOLO gat oe eed ee 3.85 _ 














The market price of petroleum, which cost 2.90 yen per to in 
1903, rose to 3.30 yen per to in 1904, an increase of .4o yen. 
This advancement was not due wholly to the new taxation, 
but was doubtless incidental to it. The renewal of the excise 
in 1908 occasioned a second rise in the price of petroleum, the 
rate per fo going up from 3.70 yen to 3.94 yen, as shown in the 
above table. 
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The output of petroleum in this country is negligible. The 
normal annual yield in the closing decade of Meiji amounted 
to 1,353,233 koku, but the quantity manufactured stood only at 
379,222 koku. On the other hand, the normal annual consump- 
tion of petroleum during the same period was estimated at 
2,069,532 Roku, of which merely one-fifth was covered by the 
_ domestic output, while the remaining four-fifths had to be 
imported from abroad, the annual import during the last ten 
years approximately averaging 1,682,766 koku. Under the 
circumstances, the petroleum excise in this country was imposed 
chiefly with a view to keeping pace with the customs duty 
levied upon imported petroleum.! 

So far, the taxes mainly influenced imported rather than 
domestic petroleum. Below is given a table stating the output, 
manufacture, and importation of petroleum since 1897: 


«* 
Output, MANUFACTURE AND IMPORT OF PETROLEUM, 1897-I9II 




















Year Output Manufacture? Import 

Koku Koku Gallon 
ROOF seuss. 4756 231,221 26,300 61,058,218 
TOQG titans secs 280,742 18,063 67,905,455 
1899......... 474,686 33,984 52,421,837 
TQOO. So cas > wee 767,508 52,323 67,842,324 
TOOL Te ease 983,799 80,856 68,996,392 
LQO2K Sonatas se 877,837 183,529 75,480,154 
TQO% soa cm-2tsipecn 1,065,116 333,346 59,780,206 
UQOW ESS 1.08 208 eases 1,073,640 345,985 81,671,801 
LOGS a eee 1,187,136 502,947 58,703,309 
1906........... 1,378,397 7745724 59,429,008 
TOO7 Mer apace aks 1,513,994 716,306 70,165,626 
TOOS: ee ae sce 1,641,563 een 72,207,833 
EQOO SE Ooo = cues 1,657,036 Wie 57,426,916 
LOUO Ee Bote iatackans 1,608,016 403,305 68,968,131 
LQUTR Nora 5 ites 1,529,593 398,902 63,667,271 











a From 1897-1907 inclusive, the quantity given is the amount sold of manufactured petroleum. 


Taking into consideration the trade balance, the annual 
domestic consumption of petroleum was put at 1,986,981 koku 
in the fiscal year t911—-12, a decrease of 881,443 koku as against 


1 According to the official report of the settled account for the fiscal year 1911—- 
12, the total receipts of petroleum taxes amounted to 1,925,502 yen, of which 
1,319,682 yen was the duty on imported petroleum, while the excise on the domestic 
output amounted only to 605,822 yen. 
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2,468,424 koku in 1907. The consumption per one hundred 
persons fell from 5.14 koku to 3.89 koku, or a reduction of 1.25 
koku, viz., 25 percent. This was due not only to the fact that 
in recent years gas and electricity have gradually superseded 
the use of petroleum for lighting purposes in towns and cities, 
but chiefly to the reduction of demand occasioned by the rise | 
in the price of petroleum. But the demand for petroleum as 
fuel in oil engines and for similar purposes has of late so in- 
creased that it has naturally cancelled to some extent the effect 
of the gradual disuse of petroleum for lighting purposes, so that, 
on the whole, the quantity, whether yielded at home or im- 
ported from abroad, has not been affected by the taxation in 
any considerable degree. 


Summary 


In the preceding pages we have briefly stated the leading 
effects produced by war taxes as levied subsequent to the war 
with China in the form of excises and customs duties. Prior 
to that war, such imposts had been of small consequence and 
their economic influence quite insignificant. The war taxes 
since the Sino-Japanese War affected the prices of nearly every 
kind of taxable commodity, whether foodstuffs, raw products, 
or manufactured articles, and this was especially the case with 
the taxes imposed immediately after the Russo-Japanese War. 
Among these commodities food products held first place in the 
scale of increased prices, manufactured articles coming next, 
while the rise in price of raw products was least noticeable. 
In the following table are reproduced the figures showing the 
rise in prices of taxed products and manufactures ‘from the 
end of the year 1903 to that of 1908, and in order to compare 
the conditions before the Russo-Japanese War with those after 
it, the average percentage of the rise is also given. The reader 
may perceive from the table that, on the average, foodstuffs, 
including rice and sixteen other items, rose 30.6 per cent; 
manufactured articles, including petroleum and ten other 
items, increased 16.4 per cent; while raw products, including 
whipped cotton and twenty-five other items, rose 6 per cent. 
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RISE IN PRICES OF TAXED PRODUCTS AND MANUFACTURES, 1903-1908 





Products and manufactures December, December, Increase or 
1903 1908 decrease 
Food: Yen Yen Yen 
Rice. . BEF. iewaraes 5 96.7 I12.9 16.2 
Bean paste (miso). CRASS are 135.1 151.5 16.4 
Soy Jas 92.3 115.4 23.1 
akdwan (pickled radish) . Bi sie 128.8 142.2 13-4 
PAUSGy aa Lites. cts aaa Os ako 116.1 293.7 177.6 
Chinese white beans.......... 118.2 103.6 14.68 
Red beans No.2 Neos pe tence: 142.4 134.9 7.58 
Wineatshourss.5 <s6ca8 soe water: 115.8 142.9 Oya 
USA ee eke Cerner: 102.0 163.9 61.9 
‘Vea... A eNIe® ovaises 134.6 169.3 Baay 
Dried bonito. . SEY oes 142.2 180.7 38.5 
Shijtake (Cortinellus). . Easter anee Teens 132.7 9.4 
{Excellentiag «.%. 102.7 129.4 26.7 
Refined sake {Superior........ 104.2 134.0 29.8 
(\Gommony es aee 80.7 82.8 Der 
LO RG yas se age toraerwie seesinetetas 88.0 IO1.2 1352 
INVETAR CM cree cist ase eae 116.5 TA 7o0 30.6 
Raw Products: Yen Yen Yen 
Whipped cotton’ s>..).40.-10- 4: 104.1 TAse2 9.1 
Firewood. . De BER. Pets eine 116.7 140.0 ees 
Charcoal. fe che ER Been 100.0 146.6 46.6 
le eee. 83.3 T31eL 47.8 
Ines ©). ae ge nes vee bs 109.0 107.0 2.08 
Herring refuse. «022.02 3. 63 si0 109.5 120.8 Il.3 
indiamiwdico. Asse eee eee 94.7 97.8 Boil 
Aniline dyes sie she eset 90.5 105.9 15.4 
(GInDEd COLLON.. «es yee ee 104.5 93.0 11.58 
Chinese cottons.) f aciee ass ok: 109.1 g2.2 16.9 
(COD PEE Ss feet elon ey ac O77, 150.0 52.3 
Mead 20. Set ac eee ene oe 87.4 101.9 14.5 
INGils pg ers amet li eee ates 83.7 95-7 12.0 
OMEN coo ty tice, Pe reas: 89.5 100.6 Toe 
Leather (imported elephant’s 
Skin ).1.t as ee eheepieins aac 102.5 106.1 3.6 
indian feather. .ce wesc see sae 108.7 127, 24.0 
Waceuer 4uice \tecid ene ee eer 113.5 132.6 19.1 
eee. Wak chert 22808 129.7 108. 62 
Soda.. Rahee eee eee 84.8 99.0 14.2 
Sulphur. hs See oe ae ees 102.7 98.6 4.14 
Anieriean COLLOUn sere ae 129.1 108.2 20.98 
Indiam cottotve. seh ae 141.8 110.2 31.62 
Copper Eid 92.1 103.6 TL 35 
TUT cae partner nny cee ees a7 75-3 1.88 
Wood Chamaecyparis obtusa . . 85.5 150.0 64.5 
000" Cryptomeria........... 80.4 123.0 42.6 
A VETA GE i sau apins teteue ce) Seis) 106.5 TS aL 6.6 











ga ce 


a Decrease. 
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Rise In Prices or TAXED PRopUCTS AND MANUFACTURES 1903-1908—Cont. 











Bead d fact December, December, Increase or 
roducts and manufactures 1903 1908 Weevan ae 
Manufactured articles: @ Yen Yen Yen 
Pettoleutils 2 acchpucteiasitetanees 116.6 141.8 25.2 
Cotton yarn (No. 16)......... 109.6 bi2s2 2G 
* So SUNG 0) eerie IiI.4 112.2 .0.8 
Shitting 2 cctekij ce eas oie 109.6 UQ5 a7; 26.1 
Gotton cloth]. . eno oe 96.9 125.5 28.6 
Wat Gin oe 5c lh eae ae hens ogres oe 80.0 mug 51.4 
Blater class iter. ce. eae on 69.0 80.1 mip ti 
loss Silleos wis. yaa co ree 100.0 Dl je2 gee 
Silk-thréad ive)... .ccpmamer cena 109.9 109.9 Bit 
Sills tabric.fo-..a eee eee os 115.5 12363 17.8 
Silkelinine cloth eget eer 116.6 98.0 18.63 
UAVET AGEN cca ssa CReRee Lal creeien 102.4 118.8 16.4 














® Decrease. 


It is true that such a rise in prices is not to be ascribed to 
war taxation alone, but also to the social and economic con- 
ditions of the time. Nevertheless, as the following table, 
quoted from the investigation by the Toyo Keizat Shimpo 
(Oriental Economic Journal), shows, war levies, especially 
those of the Russo-Japanese War, were paramount in bringing 
on the immense upheaval of general prices in recent years. As 
is clear from the list, foodstuffs, raw products, and manufac- 
tured articles are all grouped into two classes, according to 
whether they were influenced by war taxes or not, the fluctua- 
tions in the market prices of each class being shown. There 
was an average rise of 36 per cent in the general prices in the 
closing decade of Meiji (1902-12), while those commodities 
comparatively independent of the influences of war taxation, 
including tea and twenty-four other articles, showed an in- 
crease of 23 per cent, whereas commodities that were most 
closely connected with war imposts, including bean paste 
(miso) and nineteen other similar articles, averaged an increase 
of 50 per cent. It is not only difficult but almost impossible 
to ascertain exactly to what extent such a rise is due to war 
taxation and to what extent assignable to other causes. 
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Prices OF COMMODITIES AS AFFECTED BY TAXATION" 


(1) Commodities more closely connected with war taxes 








Bean paste (mtso)............ 178.5 Indian insigo. sc.) een 105.8 
SOV Mace anche are abe ew 107.1 ABUING CYVCS oy ics vn ota FOS .S 
Bickless je er aeiece heeds: Bye], reel Sivhod ha... Mag tee 154-0 
Sa EAE ee toe en ose ce 277 «Y SUS. Mac aN rei yan See TORS 
SOWMEANS ate act. ees LACES Lenbherss@. fo.00 eee PONT 
ING DCARSS pos, nee thleh L5O)0 7 Raw silk = a Net L322 
Wiheatilouroc occ sdeie's an calves 145.0 PRLPOIGUINE Soke woniseon en 6 230s O 
SUGAR MAP Ste oon eae ae 199.2 lass yeh eaetn aPAa cca eens 149.4 
RRCHiNEd SOkErecor Aa tea wees e143 SPMCCUIN GS  coip ia cistern, Seedy» RAZ 67 
PES e ete Ree oni sen ais 143.0 FICE Meere nee cae Seaerice ane ee 144.4 
(2) Commodities less connected with war taxes 
MCA cea let an ol keto Setar 220.0 Meadieye. erie tteene 109.1 
Driedibonttas i. Sates Sut eh Oak Cementreetw 1 ie i OOO 
DSIRONGR ae So coe Poe tee 154.8 Vesetable-wax:e 6.0. .0e) 118.9 
Whipped cotton... 5..0.4..5- 149.1 SOda, Geen y 25 seve nye paey, SI 
POIREWOOC Eee cece iit oe ie ae MESA oT Sulphur aatewaacworcns oe ieee 102.7 
Gharcoaleese tots cnceue cee D5 742 NVOOd St erent. eee ee T2010 
aN ee aR a Bits 118.9 NUN GO Med nrotin sewers era Mote ta cn clk BPO. 
PCCSE Ae cls dee est ys UL GLO late glasses a SONS 
Flernng refuses.ce a6 -4) sac eint 138.0 MlOSSiSilk Pes eure aes Ae 107.0 
CSinned COLOR sce oe as 139.9 (Cottonty ane eee ae IOL.O 
AMEnICAT! COCLOD 2+ <esciee esse 152.9 Silketaricts yee ae ee eee 127.5 
Cop pets cuaceeechas sass hisahele ae 93-5 Silkiclotlimeereruey. aac eee 7iA5 
Tron seek Petcare Od. 


* Average index number for (1) and (2), 136.8. 


Errects or Taxes on Acts as War Taxes 


We have succinctly stated in the preceding pages the effects 
of indirect taxes, notably those of excises and customs duties, 
upon the quantity and efficiency of the production of the taxed 
objects. We shall now pass on to the influence of the taxes on 
acts as war taxes. The taxes on acts that can be regarded as 
war taxes in the existing system of Japanese taxation were all 
created by the Emergency Special Tax Law of 1904-5 at the 
time of the Russo-Japanese War. ‘They were of four kinds: 
registration duty, stamp duty, exchange tax, and traveling or 
transit tax. Thus, the economic effects of these taxes refer to 
the period since the Russo-Japanese War. 


Registration duty 


The registration duty presents many important problems 
worthy of study, since its scope extends over a vast area of 
economic activities. Especially worthy of note is the case of 
the amalgamation of private corporations or the transfer of 
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corporate property in case of the reorganization of acorporation. 
Industrial combinations are of recent origin in this country 
as late as the Russo-Japanese War and so far have not made 
much progress. The registration duty, however, did not deal a 
blow upon such forms of industrial enterprises, for no change 
due to the introduction of the duty was noticeable. The regis- 
tration duty, on the whole, did not prove a serious impediment 
to economic progress.} 
Stamp duty 

The stamp duty, after frequent revisions since 1873, was 
increased at the time of the Russo-Japanese War. The rate 
was mentioned in Chapter IV, Part I,? of the present treatise. 
The effects produced by the stamp duty, as investigated by 
the Commission of Inquiry into the Tax Laws, generally have 
been no hindrance to the trade transactions of the community. 
Even the necessity of raising the rate on promissory notes, for 
instance, was recognized. But the new duty on checks, which 
had hitherto been exempt, hampered dealing in checks, thus 
giving rise to transactions in cash and necessitating an increased 
circulation of national currency. The proof is afforded by the 
returns of the clearing houses respecting the amount of their 
business in checks before and after the introduction of the duty 
on checks. The records from 1903 to 1905 concerning the 
number of checks and the amount cleared, as well as the average 
value per check cleared, prepared by the six clearing houses of 
Tokyo, Osaka, Kyoto, Yokohama, Kobe, and Nagoya, show 
that in 1903, viz., one year before the duty on checks was 
introduced, the amount of checks cleared stood at 3,795,686 
yen, while in 1904, when the duty was created, it amounted to 
4,571,503 yen, and in 1905 it advanced to 6,003,307 yen, an 
excess of 2,207,686 yen over 1903. On the other hand, the 
number of checks cleared ranged from 5,585,982 in 1903 to 
5,662,904 In 1904 and to 5,782,591 in 1905, a slight increase of 
196,603. The average value per check cleared increased from 
679 yen in 1903 to 1,038 yen in 1905. The returns are repro- 
duced in the following table: 


1 Cf. Extract from the Report of the Commission of Inquiry into the Tax Laws. 
2 Ante, p. 28. 
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' RETURNS OF CLEARING HOUSES 1903-1905 














: A t cl 
Clearing Year Number of lect Average value 
houses checks cleared of yen) per check 

Yen Yen 
1903 2,108,415 1,560,614 740 
Tokyo 1904 2,156,458 1,851,490 858 
1905 2,242,478 2,552,795 1,138 
1903 1,819,376 968,630 532 
Osaka..... 1904 1,947,339 1,252,058 642 
1905 1,938,912 1,537,833 793 
1903 753,343 231,047 306 
Keyotor..« - 1904 634,885 190,687 300 
1905 649,758 259,572 399 

1903 289,066 495,180 1,71 
Yokohama | 1904 298,660 618,212 cons 
(1905 314,126 787,912 2,508 
1903 337,070 412,019 1,220 
Kobe i ic 2: 1904 355,826 530,031 1,489 
(1905 355,137 691,228 1,946 
1903 278,112 128,196 461 
Nagoya 1904 269,736 129,024 461 
1905 282,180 174,120 617 
1903 5,585,982 31795,686 679 
Average... . 1904 5,662,904 4,571,503 807 
1905 5,782,591 6,003,370 1,038 

















As pointed out in the above table, in spite of the increase in 
the amount of checks cleared, the number of checks did not 
increase in equal proportion. This was mainly due to the fact 
that the remittance of small amounts by check was obstructed 
by the tax. A few instances are taken as illustrative of the 
effects of the stamp duty on checks. 

1. In paying wages to laborers, where formerly checks had 
been employed, cash was substituted, provided the stamp duty 
on checks exceeded in value the premium paid for changing 
the amount into subsidiary coins of smaller denominations. 

2. Instead of remitting checks, however great or small the 
amount, for settling accounts at the end of a month, people 
now began to draw only one check, representing the total 

7 
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monthly amount to be paid, and to divide the cash proceeds 
among the several creditors, thus reducing the duty to a 
minimum. 

3. Between two banks, one subject to stamp duty on checks 
and the other not, current accounts were opened. Larger 
amounts were paid in checks of the latter bank, while smaller 
amounts were drawn in checks of the former. Thus, a singular 
method of using checks was invented as a result of the stamp 
duty on them. 

4. The demand for subsidiary coins at the end of the year 
has greatly increased, and their reversion to the banks, when 
the season of settling accounts, or sekkz, is over, has been greatly 
augmented since the introduction of the stamp duty on checks. 
This fact testifies to a marked tendency toward the growing 
increase of cash payments due to the taxation in question. 


Exchange tax 


Commercial transactions in the exchange in this country 
are taxed on the basis of the contract amount of merchandise 
or negotiable instruments. The rates were increased by the 
First Emergency Tax Law to .coo6 of the contract amount of 
merchandise or negotiable instruments transacted, and to .0003 
of national or local loan bonds. The Second Emergency Tax 
Law left untouched the transactions in national or local loan 
bonds, whereas it brought under charge an additional .0003 of 
the contract amount of merchandise or negotiable instruments 
transacted. The Treasury thereby expected to bring forth an 
additional revenue of 432,566 yen for the fiscal year 1905-6, 
and an annual accretion of 471,891 yen, for each fiscal year 
beginning with to06-7. The actual revenue was valued at 
1,130,620 yen for 1905-6 and 1,169,957 yenfor 1906—7, resulting 
in an excess of 698,054 and 698,066 yen, respectively, above the 
anticipated amount. That this increase in levies was not ob- 
structive to trade is obvious from the actual returns of the 
revenue, for no appreciable shrinkage resulted in the amount 
of transactions in either merchandise or negotiable instruments. 
Whether the tax was an inducement to the entire neglect of 
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requisite formalities and gave rise to secret dealings is really a 
question; but in truth practices of this sort had been resorted 
to before, and therefore are not to be assigned to the introduc- 
tion of the increased levy. Moreover, as is clear from Appen- 
dix A, Table V, the gains of the exchange were not lessened 
in any considerable degree by taxation.! 


Traveling tax 


The traveling tax was created by the Emergency Special 
Tax Law, when the government concerted measures for adding 
new sources of revenue in the second war finance program during 
the Russo-Japanese War. The average annual yield of the tax 
is valued at approximately 2,300,000 yen. This impost is open 
to criticism. It is one of the so-called three bad taxes in this 
country, the other two being the salt monopoly and the excise 
on textiles. The rates are assessed as follows: 


For 200 miles or knots or over: Under 100 miles or knots: 
Classuil ec nerate su 50.87 Giaces er ee 20 sen 
ee OL eereeeiers sg ose ore eet ee LO abe 
Vee tes oe a aT Sees ae 2 a 
Under 200 miles or knots: Under 50 miles or knots: 
Classi ee atone. 2O'Sen Clasct le mr ty ree ee 5 sen 
A Les iene 20a aor Aes Sed eh a. 
ce RUT ain, a oe 3 fae) De Re gee Nad Te 


' The fact that this tax proved a check to short trips will be 
passed without comment, as space forbids reference to all of 
the effects of this notorious impost. As regards its effect on 
longer journeys, the fact can not be denied that the transit 
tax failed to accomplish what was at first anticipated by the 
government. The estimated revenue at the time of its intro- 
duction was put at 3,800,000 yen for the fiscal year 1905-6, 
and at 3,470,000 yen for each successive year beginning with 
1906-7, whereas the revenue for 1909 was estimated at 2,480,000 
yen, and this no later than five years since the introduction of 
the tax. This affords most pronounced evidence of the decline 
of traffic due to the enforcement of this hampering levy, the 
progress of transportation being unable to keep pace with 
what it had been before the tax was created. The total num- 
ber of passengers traveling upon the lines which then belonged 
1Cf. Report of the Commission of Inquiry into the Tax Laws, p. 343. 
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to a number of railway companies amounted to 120,000,000 in 
a year. Taking the minimum rate of 1 sen to be taxed upon 
every passenger, the revenue might have figured up to 1,200,000 
yen. The fact is, in 1907 only 1,140,000 yen accrued from the 
traveling tax on railway passengers. It is needless to enlarge 
upon the bad effects of the tax, which dealt a heavy blow not 
alone upon short-distance travelers, but upon all. 

In view of these facts, we can conclude that, of all the taxes 
on acts, only the stamp duty and the traveling tax exerted 
marked influence upon economic conditions, the registration 
duty and the exchange tax producing no specific economic 
effect. 

EFFECTS OF DIRECT TAXES AS WAR TAXES 


We have briefly considered in the two preceding sections the 
economic effects of the indirect taxes that were levied as war 
imposts. As far as the economic effects produced by the war 
taxes of this country are concerned, the indirect and not the 
direct taxes play the prominent parts, and from that viewpoint 
we have already considered the leading features of the economic 
effects produced by the war taxes. Now we shall pass to the 
direct taxes and their economic influence. The four main 
items of the direct taxes levied in this connection are the land 
tax, income tax, business tax, and succession tax. The last 
named, however, is of minor consequence for the present ' 
research, and is therefore put outside our review, the other 
three taxes, viz., the taxes on land, income and business, coming 
within the scope of our comment. 


Land tax 

The Japanese land tax was not especially created in connec- 
tion with war or armaments, but has been imposed ever since 
the foundation of the country, forming the most important 
factor in the national finance throughout the ages. Before 
the Meiji Era, however, this tax was not levied in the form that 
it is now, being sometimes collected as a sort of rent (since the 
foundation of the country up to the beginning of military ascend- 
ency) and sometimes paid as a tribute (from the age of military 
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ascendency to the Restoration of Meiji). It was only after 
the erection of a unified state by the Restoration of the Im- 
perial Government of Meiji that the land tax was introduced 
in its present form as a tax in name and fact. To be more 
exact, it was really created by the revised Land Tax Act of 
July, in the sixth year of Meiji (1875). Although this revised 
act was supplanted by the new Land Tax Act, promulgated by 
Decree No. VII of the Dajokan (Privy Council) in March, 
1884, the underlying principle survived in the new legislation. 
The new act fixed the rate at 2.5 per cent, aiming, on the one 
hand, as the government declared, at preventing the fluctua- 
tions in the distribution of landed property by maintaining 
the good results of the revised tariff, and, on the other, at guard- 
ing against any future diminution in the land tax revenue. 
But this legislation again could not keep pace with the economic 
progress of the nation, and a far-reaching revision was realized 
by Law No. XXX in 1889. The fiscal necessities of the post- 
bellum measure after the Sino-Japanese War demanded a five- 
year increase of the land tax, which was enacted by Law No. 
XXXII in 1898. Two increases rapidly followed, put in oper- 
ation by the Emergency Laws at the time of the Russo-Japanese 
War. By Law No. XXXVII, of March, 1906, the emergency 
increase was made permanent, but this was subsequently 
abolished by the revision of 1910, making the land tax law as 
it exists today. 

Thus, it may be seen that the land tax levied in connection 
with war began with the period subsequent to the Sino- 
Japanese War and not before. We have already mentioned 
in Part I how the tax was increased to meet the post-bellum 
expenditure of the second program. The fact is, many a 
complaint was made at the time regarding the inequality 
of the burden of the land tax, which would become more intol- 
erable if the tax were abruptly increased. Anxious to suit 
the burden to the means for bearing it, and, considering the 
fact that measures were concerted as early as 1892 for the 
revaluation of land (which then passed the Lower House 
and was denied by the Peers), the government began to 
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carry on the reassessment of land values simultaneously 
with the increase of the land taxation. The leading features 
of the government measures are briefly stated as follows: 

t. The yield of the land, taken as the basis of the valua- 
tion, was reduced both for urban and rural lands, the rate of 
reduction being reasonably determined in each district 
specified in 1873. 

2. The price of the rice crop, a second factor in the valua- 
tion of cultivated land, was estimated at the average price 
of rice per koku (7.409 yen) in each specific district during 
the decade from 1888 to 1897, and the normal price was ob- 
tained by discounting 46 per cent from the average price 
quoted above. 

3. Regarding the rate of interest, 6 per cent was taken as 
the normal annual rate, although the rate was over 6 per cent 
in some cases, and whatever was under the rate was revised 
to 6 per cent. The method of calculation adopted at the 
time of the former revision was again employed, and the 
area of cultivated land as it existed on July 1, 1898, was 
taken as a basis. Thus, the revaluation of cultivated land 
was set forth in the beginning of February, 1899, and was 
completed in August. As a result of this undertaking, the 
value of cultivated land was modified to a considerable 
degree, that of rice fields reducing itself 114,894,000 yen 
and that of upland fields 33,704,300 yen against the fig- 
ures on February 1, 1899. The total reduction was put at 
148,598,400 yen, the ratio being 13.3 per cent for rice fields 
and 15.6 per cent for upland fields, averaging a ratio of 13.7 
per cent for these two kinds of cultivated land. 

The value of cultivated land in this country was, at the 
time of the land tax revision (1873), put at 503,919,600 yen, 
and the tax yielded 45,117,500 yen. In 1877, the rate of the 
tax on land was reduced from 3 per cent to 2.5 per cent of its 
assessed value in order to lighten in a measure the burden 
of the land-owner. Subsequently, frequent revisions of the 
land value, mostly on the side of reduction, were made to 
maintain its uniformity. Compared with the land value at 
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the time of the first revision (1873), the reassessed value of 
agricultural land, as passed through several revisions, 
resulted in a reduction of 294,740,000 yen. The reduction 
of the land tax since 1873, due to the revision of the tariff 
as well as to frequent reassessments of the land value, 
amounted to 15,573,000 yen. Taking the conditions existing 
on February 1, 1899, as the basis, the contrast between the 
average prices of agricultural land both before and after the 
revaluation is here stated: The average value of rice fields 
was put at 35.919 yen per tan after the revaluation, against 
40.009 yen before it, while that of upland fields stood at 
9.624 yen per tan, against 11.096 yen prior tothe reassessment. 

In the course of concerting measures for the above revalua- 
tion of land, the government proposed, in the budget for the 
fiscal year 1899-1900, an increase of the land tax from 2.5 
per cent to 4 per cent. The Lower House, however, revised 
the bill, leaving the rate of theland tax as it was, and adding 
2.5 per cent of the value to the tax on urban dwelling land, 
and 8 per mille on the other sorts of landed property, both 
for the definite term of five years beginning with the fiscal 
year 1899-1900. The Upper House approved the above 
revision of the government bill, which was consequently 
promulgated by Law No. XXXII of 1899. An increase of 
the land tax necessitated the adjustment of the cadaster and 
other books in this connection, and the government com- 
menced, side by side with the revaluation of land, the calcu- 
lation and entry of the increased amount of the tax on each 
item of the cadaster. This proceeding was brought to an 
end at the same time as the completion of the reassessment 
of land value. The outcome of the government undertaking 
showed that after the reassessment of agricultural land and 
the rearrangement of dwelling land in 1899 the 2.5 per cent 
tax on land value yielded 25,228,600 yen from rice fields, 
5,512,100 yen from upland fields, 2,666,300 yen from rural 
dwelling land, 866,300 yen from urban dwelling land, and 
726,600 yen from other sorts of land, amounting to a total 
of 35,000,400 yen. To this must be added the increased 
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revenue of 2.5 per cent of the registered value of urban dwell- 
ing land and of 8 per mille of the value of other land. This 
increased revenue made a total of 10,778,200 yen, of which 
866,500 yen accrued from urban dwelling land, 8,068,go00 
yen from rice fields, 1,759,000 yen from upland fields, and 
852,700 yen from other lands. Thus, the annual yield of 
the land tax for the five years from 1899 to 1903 (fiscal), 
including both the normal and additional revenues, stood at 
46,778,700 yen.! 

In 1902 a question arose as to the continuation of the 
increased rate, and much difference of opinion was evidenced 
between the government and the Diet until the period speci- 
fied for the increased levy of the land tax expired in 1903. 
The outbreak of hostilities with Russia in 1904, however, 
utterly turned the situation. The First Emergency Special 
Tax Law rated the land tax at 3.3 per cent for the fiscal year 
1904-5, while the Second Emergency Law again raised the 
rate to 20 per cent on urban dwelling land, 8 per cent on 
rural dwelling land, and 5.5 per cent on other lands, as has 
been already noted in the preceding pages. 

The original war finance project of the Russo-Japanese 
War, as it was submitted to the Diet for approval, consisted 
in increasing the rate of the land tax to 5.5 per cent on the 
assessed value of urban dwelling land, 3.5 per cent on rural 
dwelling land, and 2 per cent on other land, thus raising an 
estimated increment of 25,943,918 yen for the fiscal year 
1g04-5 and an annual increase of 31,005,470 yen for the 
subsequent fiscal years beginning with r90s—6. The govern- 
ment proposal was, however, revised by the Diet, which 
amended the rate on other than urban and rural dwelling 
land to 1.8 per cent on the assessed value. The progress of 
the war in 1905 increased the needs of the war chest, and 
the government, again seeing itself compelled to have more 
resources, submitted to the Diet a proposal for revising the 
Emergency Law, which was passed after a slight amendment, 
and promulgated by Law No. 1 in January, 1905. The land 


1 Cf. Report on the Post-Bellum Financial Measures of the Russo-Japanese War. 
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tax was once again enlisted on the increase scheme. The 
reasons which the government gave for increasing the land 
tax were as follows: 

Although the land tax was increased by the First Emergency 
Measure, the project has since been on foot for protecting the inter- 
ests of the peasantry, now that the surtax on the land tax was re- 
stricted to relieve them of part of the burden imposed by local taxa- 
tion, while the government newly introduced protective tariffs on 
imported rice and paddy and increased the import duties on wheat, 
beans and the like. On the other hand, selling price of dwelling 
land far surpassed its assessed value of late, to the great advantage 
of the landowners, whose rental must have doubled or trebled. 
Owners of dwelling land may be looked on as men of means belong- 
ing to the middle or higher classes. A tax on dwelling land is a 
tax on the capital capable of bearing the burden. The urgent exig- 
ency of national finance perfectly justifies an increase of the land 
tax, especially a higher rate on dwelling land than on any other. 

This was the underlying principle on which the govern- 
ment worked. Accordingly, the government proposed to 
increase 20 per cent of the assessed value on the existing 
rate of urban dwelling land, 7 per cent on that of rural dwell- 
ing land, and 1.8 per cent on that of other lands, thus expect- 
ing to yield an estimated increase of 33,025,377 yen for the 
fiscal year 1905 and an annual increase of 37,620,085 yen for 
the subsequent years beginning with 1906. This bill was 
amended by the Diet, the increase of the rate on urban dwell- 
ing land being fixed at 12 per cent of the assessed value, 
that of rural dwelling land at 2 per cent, and that of other 
lands at 1.2 per cent, thus expecting to bring forth an 
estimated increase of 18,640,678 yen for the year 1905 and 
an annual increase of 21,700,372 yen for the subsequent 
years beginning with 1906. The latter part of the estimated 
revenue, however, underwent a fundamental transformation 
in 1910, when an .8 per cent reduction of the land tax was 
realized as a measure for adjusting the existing system of 
taxation after the great war. Below is shown the rate of 
the successive increases of the land tax since the Sino- 
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REVISIONS OF LAND Tax, 1899-1910 














Actual increase or Rate of 
Revision Year : increase or 

decrease in revenue Heareaee 

Yen Per cent 
Birst Ginerease)ne wee oo eee nell OOo 9,000,000 23 
Second i Age MEE SES RA TOON 15,000,000 39 
Third CR Ge acts eee noire lee OOS 19,000,000 50 
Rourth'(reduction): 4... a404s5-2 |) 1910 10,000,000 26 
Motaltincréasess- ware acer 33,000,000 86 





Of the four revisions mentioned above, those connected 
with war are the second and the third, enacted by the Emer- 
gency Special Tax Laws at the time of the Russo-Japanese 
War.! 

We have now to consider the economic effects upon the 
taxed objects produced by the actual increase in revenue of 
34,000,000 yen, or an 8g per cent increase, for the two suc- 
ceeding fiscal years t904—5 and 1905-6. For convenience, 
we shall arrange the kinds of taxable land into three groups, 
i.e., dwelling land, cultivated land, and forest land, and shall 
enlarge upon the increased war levies on each specific group 
in its relation to the tax revenue, or what is scientifically 
termed the “source of taxation.”’ 

1. The landowner’s revenue accruing from dwelling land 
naturally increases with the increase of population. This 
holds all the more true with the rental of urban dwelling 
land, considering what is technically called the “social 
increase of population,” or migration of population from 
rural districts into cities. The leading features of the in- 
crease of population in this country, both natural and social 
may be here succinctly stated, although they will be passed 
later on in our review. The population of Japan was esti- 
mated at 51,748,600 at the end of the year 1912, amounting 
to an increase of approximately 25 per cent between 18092 
and 1912. Regarding the growth of population in cities, 
towns, and country, we see that the specific rate of increase 


1 For the revised tariff, see table no. 1v, Appendix A, post, pp. 162 et seq. 
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during a period of twenty years from 1888 to 1908 was, for 
towns and villages with a population under 20,000, 18 per 
cent; for towns and cities with a population of from 20,000 
to 100,000, 28 per cent; for large cities with over 100,000 
inhabitants, 230 per cent. The percentage the city popu- 
lation bears to the entire population was only 8 per cent in 
1893, and this increased to 20 per cent in 1908. Turning 
our attention to the rental per roo tsuba of the dwelling land 
and the relationship existing between the assessed value and 
the current price of the landed property in question, we give 
the more important figures in the following table: 


RENTAL OF DWELLING LAND» 











Items Urban Rural Average 
Yen Yen Yen 
Current priceotlandas. 4.05. 4 cx 2) 7775-120 48.623 97. 054 
BR CMe feo eR es aie Sega 94.020 3.542 6.574 
Charges: 
PUR CSieee, Wee ene OE es oie 10.620 -995 1.637 
OUR ne ete ee ee eee ae .748 .026 .074 
Revenue...... ee 37.652 2.521 4.863 
Rate of revenue to per cent: 
Land price. . ae esate .490 .520 . 500 
CG hae vee ee eo oie, Seo ae 7.680 7.120 7.400 
Assessed land value.............-. Teo 2.550 3.900 
taxes andireyenues™ fe seas ee scise: 7.800 7.200 7.500 














® Per 100 tsubo. 


COMPARISON BETWEEN ASSESSED VALUE AND CURRENT PRICE OF DWELLING 











LAND 
Items Urban Rural 
Assessedayalue ae igs hw cation Blears 48.458 yen 9-882 yen 
(Gurren t price sere ee ee a es oe | 77 5 20 48.623 
RATIO“. /ccnye e Serene O were Sue 16.000 per cent 4.900 per cent 





The foregoing table shows that the net revenue per 100 
tsubo of urban dwelling land is 48.27 yen, while the public 
charges upon it amount to 10.62 yen, bringing forth a net 
gain of 37.65 yen. The charges are put at 22 per cent and 
the net gain at 78 per cent of the net revenue. On the other 
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hand, the revenue accruing from rural dwelling land is 3.52 
yen per 100 tsubo, of which .995 yen is paid as taxes, while 
the remaining 2.52 yen forms the net gain, the ratio of the 
charges to the revenue being 28 per cent and that of the net 
gain being 72 per cent. The average percentage of public 
charges for urban and rural dwelling lands is thus put at 
25 per cent of the revenue. The public charges above re- 
ferred to do not consist of the land tax only, but it is un- 
questionably the most important of the imposts contained 
therein. The burden imposed by the land tax has been 
alleviated in great measure since the war as contrasted with 
the almost proverbial ratio of 40 per cent “‘public’’ against 
60 per cent ‘‘private’’ or ‘‘profit,’’ which prevailed prior to 
the great war. 

2. Before approaching the subject of the tax upon culti- 
vated land and the revenue accruing therefrom, the relation- 
ship between the rise in price of rice and the yield of land 
must be briefly dealt with, especially in view of the fact that 
the proceeds from arable lands depend in the main upon the 
prices of rice. The prices of rice in this country are generally 
subject to heavy fluctuations, but the general drift of the 
market has always tended upward from year to year. The 
main features of the rice market as compared with the pro- 
ceeds of cultivated land from 1872, the year of the revised 
Land Tax Law, to 1893, the year before the Sino-Japanese 
War, are quoted in the following table: 
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CONDITION OF RICE MARKET, 1872-1893 











a Proceeds Average prices 
per cho of rice per koku 

Yen Yen 
5 a ak eta aa ee a Ae 67.04 4.19 
UB eee witty Ma ois Suet slave gieeaeigs gh 65.44 4.09 
ROT Om Siete arse Ns cot orc Sa eee he is eae 75-44 4.70 
D7 OS oo ig eek Gee Pee ee bene 92.48 5.78 
DOC et aS i ot tena ey dti calt 100.48 6.28 
TOL a arto mee tat auth eee oe 85.76 5.36 
Roa thy tiara ees. o Lee A 77.76 4.86 
TEBE on A ae hea ee 44 4-34 
LBSAM re heh. Sine che Repel as weak 69.28 4-33 
ee Baer ae a ee 88.80 5-55 
ROOM AEs ote Oe saris Fo hers, « 81.28 5.08 
ROS a is (on cidvh AS eae ees 75.36 4-71 
BOS ote te runes in ae Corte bie 69.92 4.37 
POST EMS oahe STO TOE Sees 88.96 5.56 
BAGO Raster ds Gia Gs) aes he giehe cues eis. 130.40 8.15 
DOOM poaaee s teae eben Sans Noa des EMS Bee S 8 109.76 6.86 
ROCs eer ce oe Moet ee S 112.00 7.00 
BOOB oon ede, Aiba dhe ce metees abs 2.0 113.28 7.08 











a Served as the basis for revising tax. 


Thus, it will be noted that in the twenty years intervening 
between 1872 and 1893, the price of rice advanced from 4.19 
yen to 7.08 yen, or, roughly speaking, an increase of 3 yen 
in twenty years, averaging an annual rise of 15 sen. Taking 
the average yield of rice fields at 16 koku per cho, the proceeds 
from arable lands increased by 34.33 yen during the corre- 
sponding period, or an annual average of 1.71 yen. Putting 
the average assessed value of the cultivated land at 400 yen 
per cho, the land tax will amount to 10 yen per cho, and the 
ratio the tax bears to the proceeds will be as follows: 


Ratio oF LanpD TAX TO PROCEEDS OF RICE FIELDs, 1873-1893 


Per cent Per cent 
DOF coon ieke 14.9 TOSS Pcp ot eke ge nl oi ats Sutra. age Tse 
OT ee oot e ok ea oben e Cree tr a oat 15.3 TSO ne Oe mee ne ani ere tae iene 125 
EO78 peter sors} se aaron ciao 13.3 1887. 133, 
tT ee oe oe re Clo ar ober 10.8 DOG Oiia ee atest Naas eile uate Se 14.3 
ESSOus. cece at ei eee OR Meee 10.0 1889. Fis2 
BSS scape eam meoion ies arent wires DE<7. TRO Ope ay 2hcters eee Nal tins aaa aad 
TOR 2o0s a oe, Meek ess en ee 12.9 LOO We scyreors oy oesas se ates or erect 9.1 
DOS Riss (ht Gena eerie hates 14.4 ESOS che cps ita avant vapene ven cceagee 8.9 
DOA cet highs ces kee eens TARA, | 1093. 8.8 
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Thus, the burden of the land tax was lightened from year 
to year after 1873, until the rate reached 8.8 per cent in 
1893, or a reduction of 6.1 per cent against what it was at the 
time of the first revision, averaging an annual decrease of 
35 per cent during the intervening years. To repeat this 
statement in other words, the burden imposed by the land 
tax was gradually lightened as a result of the marked ad- 
vances in the price of rice in a period of twenty years from 
1873 to 1893, that is, up to the time of the Sino-Japanese 
War. As has been already asserted, the tax was increased 
in 1898 to meet the needs of post-bellum finance by .008 of 
the assessed value for the fiscal years 1899 to 1903, making 
the total rate 33 per mille of the assessed value. One would 
have thought that the tendency of the burden imposed by 
this increased rate would have been to reverse the conditions 
before the war, but in fact the real burden of the impost on 
land was gradually lessened after 1900, as shown below: 


Ratio oF LanD TAX TO PROCEEDS OF RICE FIELDs, 1873-1905 











Average price| Proceeds Ratio of tax 
eae of rice per cho Land tax to proceeds 
Yen Yen Yen Per cent 

MGB enue stoke treet (Ace a 4.19 67.04 10.00 14.9 
TO OOehuceips a sake Saree, Tin3e2 181.12 11.68 6.4 
TOO Dec cucy ed sheng ree ieieuse ys 11.47 183.32 11.68 6.3 
TOO2 Sree ess. ena 412.07 193.12 11.68 6.0 
LOO Fens) ater s sei, scart aay 13.68 218.88 11.68 5:3 
TOQOA eras ore ee a 12.89 206.24 15.22 ieee 
TOOS ceyekec hte eres re 12.66 202.56 19.47 . 9.6 














2 Served as the basis for revising. 


The above table testifies to the marked advances made in 
the price of rice since the Sino-Japanese War, the average 
price, which was put at 7 yen per koku in 1893, being increased 
to 13.68 yen in 1903, or almost double what it was prior to the 
war. This means that the ratio the burden of the land tax 
bears to the total yield of the land has invariably been on 
the decrease, falling from 8.8 per cent in 1893 to 5.3 per cent 
in 1903, a reduction of 3.5 per cent during a decade, averaging 
an annual fall of .35 per cent. This ratio of reduction coin- 


ANALYTICAL STUDY OF ECONOMIC EFFECTS 95 


cides with that of the average reduction during the twenty 
years from the time of the first revision of the land tax to 
1893, one year before the Sino-Japanese War. The war 
finance of the Russo-Japanese War in rg904-5 entirely 
changed the situation, the rate of the land tax being raised by 
89 per cent or nearly 90 percent. These two years witnessed 
a slight fall in the price of rice, ranging between 12.80 yen 
and 12.60 yen, and consequently the burden of the land tax 
was enhanced in some measure, the ratio being raised from 
7.3 per cent to 9.6 per cent. Heavy advances in the price of 
rice since 1906, however, again lowered the ratio of the bur- 
den to 8.1 per cent, the price per koku being 15 yen in 1907. 
Thus, the landowners’ burden was alleviated even to a 
greater degree than it was before-the Sino-Japanese War. 

That the rise in the price of rice greatly relieved the land- 
owners of the burden imposed by the land tax, despite the 
increase of the latter, is true in so far as the burden is con- 
sidered in its connection with the gross proceeds of the land. 
As to the problem whether the net revenue of the land did 
increase despite the heavy advance made in land taxation, 
another question arises. An isolated study of the net rev- 
enue and the land tax alone does not solve the problem of 
the landowners’ burden, and it is far too hasty to forma 
conclusion on that basis with any degree of accuracy. The 
comparison pointed out in the preceding paragraph is based 
upon the relative burden of the land tax, simply bearing in 
mind that the burden is sometimes heavier and sometimes 
lighter. The true state of things must be approached by 
comparing the burden of the land tax with that of the other 
imposts on land. In the first place, we have to deal with 
the relationship between the net revenue of land tax and the 
burden of the land tax, and, secondly, to enlarge upon the 
details of other taxes for purposes of comparison. 

The revenue accruing from one fan of rice field and upland 
field, as prepared by the Department of Finance, is shown 
below. ‘Public charges’? here mentioned include the land 
tax and other public imposts, although consisting chiefly of 
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the former and its surtax (municipal or local land tax rate). 
By ‘‘revenue’’ is meant the net revenue of land. 


REVENUE AND EXPENDITURE OF ARABLE FIELDSs 
































Paddy Field Upland Field 
Items PRA hee et 
Owned Tenanted Owned /Tenanted 
Yen Yen Yen Yen 
Assessed value... .........205055 35-44 35-44 9.45 9.45 
Current values. ves on.. os nes cee 112.55 112.55 47.01 47.01 
Vite hehe oe ee era lee et ME a an, boise 28.44 ee 13.18 
Income nicer toe mse eres 27.50 II.31 15.36 3.82 
Expenditure: 
Faeyr dae shes 3.67 3.70 .99 1.00 
Others. . Pestle Meer e ene 18.10 .38 12.00 .O7 
Revenue. . ia ts ONDE a ik 5.73 aoe 2.37 2.75 
Ratio of revenue to—_ 
Assessed value................ .16 .20 nas : 
Current value. . Sei meena .05 .064 .05 .058 
Income...... ten eve .20 -63 .15 7 
Public charges. . Bras chaste .60 .66 .70 a73 
Ratio of yield to income. Bie. ee -39 eee re) 
a Per tan. 
PERCENTAGE OF AREA OF FIELDS UNDER CULTIVATION 
Percentage 
Percentage} to total 
How Held Superior |Ordinary| Inferior} to total area of 
field cultivated 
field 
Per cent | Per cent | Per cent | Per cent -| Per cent 
Paddy field, owned........ 25 40 35 51 
Paddy field, tenanted....... 25 40 35 49 52 
Upland field, owned........ 21 33 46 62 8 
Upland field, tenanted..... e 23 35 42 38 a 

















The foregoing table brings to light the following facts: 

(a) The net income of an average owned paddy field is 
9.40 yen, and the public charges amount to 3.67 yen, leaving 
as the net revenue 5.74 yen. Nearly 40 per cent of the in- 
come is disbursed as public charges, the remaining 60 per 
cent being the revenue. { 

(b) The net income of an average paddy field tenanted is 
10.93 yen, from which the public charges of 3.70 yen being 
deducted, a net revenue of 7.23 yen is given. Thirty-four 
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per cent of the income goes toward the public Treasury and 
66 per cent forms the revenue. 

(c) An owned upland field yields a net income of 3.36 yen, 
from which .99 yen is deducted as public charges, while the 
remaining 2.37 yen is available as the net revenue. Thirty 
per cent of the income is charged and 70 per cent comes to 
the revenue. 

(d) A tenanted upland field yields a net income of 3.75 
yen, from which the sum of 1 yen must go toward the Treas- 
ury, and the remaining 2.75 yen area vailable as revenue. 
The charges amount to 27 per cent, and the revenue to 73 
per cent. 

It should be noted in passing, that the revenue here men- 
tioned does not include the wages to be paid to members of 
the landlords’ or tenants’ families, a reasonable amount of 
wages being deducted from the gross receipts. In case allow- 
- ance is not made for wages, the percentage of the net revenue 
would be much higher. 

In view of these facts, the burden of the land tax has really 
been lessened since the war, for prior to that event the per- 
centage of public charges and net revenue was 50 against 5o. 
In other words, the burden of the land tax since the two great 
wars in which Japan engaged in the latter part of the Meiji 
period has been alleviated, not only in the light of its pro- 
portion to the gross receipts of the land but also in its relation 
to the net revenue. 

Approaching the subject from a different angle, which is 
of greater consequence, we have to consider the relative 
importance of the land tax as compared with the burden of 
other imposts in different walks of life. A comparison 
between the income of the peasantry and that of the com- 
mercial and industrial people since the Russo-Japanese War, 
each in the light of its burden of taxation, readily exhibits 
the fact that throughout the country the burden imposed 
upon the farmers is much heavier than that of either mer- 
chants or artisans... The ratio the tax bears to the revenue 


1 For exact figures, see table no. v, Appendix A, post, pp. 192-3. 
8 


e 
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averages 28 per cent with the peasantry and 14 percent with 
merchants and artisans. It must be remembered that the 
income tax is assessed on all at the same rate, and no con- 
ceivable discrepancy of burden could result along that line 
between the farmers and the artisans or tradesmen. 

3. The land tax upon forests remains to be considered. 
The prices of timber and fagots in this country have made 
marked advances since the Sino-Japanese War, and conse- 
quently the revenue of forestry has since attained significant 
proportions. According to the investigation of the Com- 
mission of Inquiry into the Tax Laws, square pine wood 
2 ken long, for instance, which in 1886 cost 1.17 yen per 
shakujime (approximately 12 cubic feet), rose to 3.50 yen in 
1903, or about three times as high. A contrast in prices 
between these two years regarding pine (sugz) fagots and 
‘charcoal is cited below from the source mentioned above: 


COMPARISON OF PRICES OF PINE FAGOTS AND CHARCOAL, 1886 AND 1903 








Kinds 1886 1903 

Yen Yen 

Pine, square, 2 ken long per shakujime. . wef ne Mie vas By Ode ikaaiye 3.50 
Sugi, square, 2 ken long Bey gags Bo A Ache et I.19 4.08 
Bagots) (per LOmeamme) ta. sack a in ecacs te eee en ok .10 28 
Charcoal (per 10 kamme). . 0 Con ac eee een et Sone 25 S77; 





Such a rise in prices of forest products necessarily increased 
the revenue from forests. The annual forest yield for the 
five years from 1899 to 1903 averaged 40,257,741 yen, the 
value of the timber and bamboos being estimated at the spot 
where they are cut, and if this figure is divided by the wooded 
area—7,138,892 cho—the average annual receipt per cho is 
to be put at 5.65 yen. As the advances made in prices of 
forest products. have been more significant since the Russo- 
Japanese War, the average receipts per cho must have like- 
wise increased. An official inquiry into the revenue of 
forest land on January 1, 1908, brings to light the fact that 
the wooded area amounted in that year to 7,257,258 cho, the. 
assessed value per cho being 3,521 yen, on which was imposed 
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a land tax of .193 yen. Putting the forest area at 5,442,937 
cho, the lucrativeness of forest lands ranges from 12 per cent 
to 4 per cent, averaging about 6.7 per cent, a higher rate 
than that of a rice field or an upland farm. Thus, the 
burden of the land tax doubtless has been lightened as com- 
pared with the condition prior to the great war, and a slight 
increase of the tax rate at the time of the war can not have 
exerted any visible effect. Nevertheless, the fact can not 
be denied that, the land tax on forests ranging from .775 yen 
to .059 yen, averaging .193 yen, as a result of the assessed 
value of forest per cho being put at a maximum of 14.093 yen 
down to a minimum of 1.078 yen, one being thirteen times 
as large as the other, the inequality of the burden imposed 
by the land tax is most significant with the wooded land. 

In the interest of a clearer survey, the financial results of 
Japanese forestry, extracted from the official reports of the 
Commission of Inquiry into the Tax Laws by the Depart- 
ment of Finance, are reproduced in the following: 


EXPENDITURE AND REVENUE CONNECTED WITH WORKING A 
SuGi oR HINOKI FOREST? 





Yen 

Total revenue from cutting entire forest...,........ 065. e ese een eee I 080.00 
Expenditure: . 

Expenses of general administration (5 per cent of proceeds) 54.00 

Income tax (at 28.35 per mille of total revenue, above ex- 

Penses Den MednCind) yt. howe tse sd caiee ee noe eos 29.09 

Income tax rate (at 13.5 per mille of income tax)......... 6.92 90.01 
Pola tatetie oa 0 ey Wels ee Cena onde aa naide dds laine enna « 989.99 
(Capicalnvescmenina nd interests jock sata eer ins Ree acta 859.40 
Profit (over and above the 5 per cent interest on capitalinvested)..... 130.59 


a Per cho. 
b Capitalized at the actual amount of expenditure in the fortieth year—874.40 yen, from which 
I5 yen are deducted as rent. 


To sum up, the burden of the land tax since the Russo- 
Japanese War has become less, as far as the relative income 
of the land is concerned, owing mainly to the advances made 
in the price of the taxed object and to the consequent 
increase of revenue from land; but when the burden imposed 
by the land tax is compared with that of the business tax or 
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DETAILED ACCOUNT OF THE REVENUE FROM WORKING A SUGI OR HINOKI FORESTs 




















(per cho) 
No. of growing trees in the goth year» a Logs |Trees 
1. No. of trees capable of conversion into 2 ken ee 5 the se 1,800 
(a) Logs, 2 ken long (1.5 piece per tree). . Hae 123700 
Converted into shakujime, 4 pieces of 5 sun ‘diam- 
eter at butt making 1 shakujime. . 675.0 
(b) Logs, 1 jo long (1 piece per tree, taking z a timber 
2 ken long of over 2 sun diameter at butt). . .|’ 1,800 
Converted into shakujime, 20 pieces of logs with 
a diameter at butt from 2 sun to 4 sun...... 90.0 eet 
2. No. of treescapable of conversion into 1 jo oo Pe ae ae ae oo | O00 
Logs, 1 shakujime (2.5 pie Dea Sie halle’ eae a 23250) luke 
Converted into shakujime. . fren ah tS aA cot le ES Nola 
Ob ahs ge sn aah tay eh i Nadine Ried clone bi re eee eile Oe A 6 eo Ue 











Original cost of the forest (1.231 yen per shakujime), 1,080 yon. 





a It has been assumed that cost of cutting trees is borne by the purchaser. 
b Of 4,500 newly planted trees, 20 per cent were cut in the intervening years, 20 per cent withered 
and the remaining 60 per cent are in existence. 


of similar imposts, a reverse tendency is revealed. This 
increase of the burden was, as has been stated above, brought 
about by the repeated increases of taxation, both at the 

time of and subsequent to the Russo-Japanese War. | 


Business tax 


The origin of the Japanese business tax is traceable to the 
so-called komononari of the feudal age. This old system of 
taxation survived the Restoration for a short time, and the 
revenue accruing from it was employed for meeting the 
expenditures of the central and local governments. When 
the distinction between national and local taxes was intro- 
duced in 1875, the business tax was apportioned to the revenue 
of the prefectural treasury, and was assessed as a local tax 
up to the time of the war with China. The war, which called 
forth an increased revenue to meet the needs of the Treasury, 
compelled the government to have recourse to the establish- 
ment of this tax as part of the system of national taxation. 
Three main causes were at work when the government took 
that measure. In the first place, the assessment of the busi- 
ness tax and other sundry taxes, which had hitherto been 
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levied as local charges, was absolutely lacking in the balance 
of burden. The governiment endeavored to remedy this 
inequality of sacrifice by. transferring’ the business tax to 
the national chest and imposing its surtax at a definite rate 
to fill the local treasury. Secondly, such taxes, for instance, 
as ship money, the vehicle tax, the confectionery tax, the 
license taxés on horses and oxen, tobacco and barm, imposed 
by the central government, as could be more advantageously 
levied for local purposes, owing to the immense expenses of 
collecting them by the central authorities, were all trans- 
ferred to the local treasury, thus simplifying the national 
system of taxation. Thirdly, the landowners enjoyed a 
greater immunity from the burden of taxation than did 
either merchants or artisans, due to an improper apportion- 
ment of taxes and corresponding civil rights. To do away 
with this unequal state of affairs, the government conferred 
upon the payers of the business tax the right of participating 
in government affairs, as stipulated in the Law of Election 
for Members of the House of Commons, and in the Regu- 
lations on Mutual Election of Members of the House of 
Peers, representing the highest taxpayers. 

The Sino-Japanese War was brought to an earlier end than 
was anticipated, victory having attended our arms through- 
out, both on land and sea. The billions of Chinese indem- 
nity and the new territory which remained in the nation’s 
hands after the restoration of peace gave a strong impetus 
to her economic and financial development, so strong, indeed, 
that it pointed the way to an entire revolution of her eco- 
nomic activity. Financially, the state made abrupt ad- 
vances, larger outlays being involved in the. post-bellum 
undertakings, especially the growing industries and the 
improvement of government railways. Various other meas- 
ures, also, aided in increasing the expenditures of the govern- 
ment. Economically, although the retrocession of Liaotung 
dejected the popular spirit for a time, business enterprises 
soon sprang up afresh in rapid succession along the lines of 
railways, shipping, cotton spinning, textile and many other 
manufacturing industries, while an enormous number of 
joint-stock companies were established and _ individual 
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enterprises universally expanded, resulting in an immense 
demand for capital. In 1896 a law was enacted to dispose 
of the national banks, which were accordingly converted 
into a number of private banks throughout the country, 
while in 1897 the new Currency Law introduced the system 
of gold monometalism and the establishment of a few “special 
banks.” The receipt from China of the war indemnity, 
resulting in an enormous influx of gold, enabled the Bank of 
Japan to extend the limit of its excess note issue. The 
increasing mobility of available capital which was thus put 
at our disposal gave a strong impetus to the popular business 
confidence, and the introduction or increase of taxes to some 
extent was quite justifiable in that they gave no cause for 
hindering the economic development of the nation. Viewed 
from such a standpoint, the business tax was put in operation 
at a most favorable time. Below are shown the rates of 
the business tax as they were then assessed: 


RATE OF ASSESSMENT IN BusINESS TAXATION 











On 
Cl On rent of On persons 
wi capital, etc. building engaged 
used 
Sale of goods: yen per capita 
IWikolesaletsens. oe? a2 er ARS . 0005 wae I 
Reta tl te. ere etcae ied oie -OO15 5 ite I 
(amount of sale) 
Banking, insurance, lending money 
ON SCCULIEY cee See fos fe) icles sis . 002 .040 I 
(capital) 
DVarenousition ee eee = ieee . 002 .020 I 
(capital) 
Manufacturing, printing, photo- 
OTA PNG se Eee cm olf 1.005 .040 I 
(capital) (but 30 sen for 
artisans and 
laborers) 
Freighting, canal transportation, 
pierage, decks: AYRES: 
wharfinger. . : 2.005 are I 
(capital) 
AU WAYS 5 cutieueen: Galen © cedolteteyr sks .O10 deci I 
Contractor of works or labor. . : . 002 Ge I 
(amount of 
contract) 
Rooms for rent and restaurants... ae . 060 I 
otelsand. Wins) eee ees: Expat . 040 I 
Brokerage, agency, commission 
agency, commission business. .. . .O15 cage I 
(amount of 
commission) 
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At the time of the Russo-Japanese War, the business tax 
was increased 150 per cent by the two emergency measures, 
and this temporary increase in the rate was made permanent 
in 1906. In 1910 the tax was reduced by 28 per cent, at 
which rate it has since remained, amounting to an increase 


of 122 per cent over what was assessed before the war. 


REVISION OF BUSINESS TAX, 1897-1910 














oy Actual increase | [ncrease 

Revision Year in revenue nt it 

Yen Per cent 
Betabhstinient?. 7 see cog tsa 1897 5,000,000 ait 
Hirst Gnerease) teres. ae ee seas 1904 5,000,000 70 
wecOOd (INCFESSE)S <p ere ens pases 1905 5,800,000 80 
Phicd (reduction) 4a eas ee eee 1910 2,000,000° 28> 
Total net revenue 8,800,000 122 








@ Business tax was put in operation in 1897. b Decrease. 


Of the above amendments, the first and second emergency 
increases at the time of the Russo-Japanese War come within 
the scope of the present research, really deserving the name 
of war taxes. What were the effects produced by these 
increased levies upon the taxable objects in particular and 
upon the general economic development of this country? 
According to the annual report of the Revenue Bureau per- 
taining to the returns of the revenue, the number of business 
taxpayers has been on the increase ever since the introduc- 
tion of this tax. The taxpayers being classified into several 
grades, according to the amount of the payment, those 
belonging to the classes paying above 1,000 yen, 500 yen or 
over, 100 yen or Over, 50 yen or Over, 30 yen or Over, 20 yen 
or over, 15 yen or over, have always been gaining in number, 
whether they be individuals or corporations, taking into 
consideration both the original taxpayers and those added 
by the revisions of t904 and 1905. On the contrary, the 
taxpaying corporations (inclusive of those added by the 
revisions) graded above 10 yen, 5 yen or over, 3 yen or over, 
under 3 yen, have steadily been on the decrease, as well as 
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the number of individual taxpayers belonging to the classes 
above 3 yen and under 3 yen. Now, a glance over the last 
five years, 1907 to 1912, will show that almost every class 
of taxpayers, both individual and corporate, ranging from 
above 5 yen to upward of 1,000 yen, did increase in number 
from year to year, with the single exception of ror2 (fiscal), 
in which the number of taxpayers belonging to the class 
above 5 yen shrank to 135,749 from 138,923 of the previous 
year, whereas the lowest grade of taxpayers under 3 yen kept 
on declining, returning 396 persons for tori (fiscal) and 139 
for 1912 (fiscal). 

The shortage of the corporate payers of the business tax 
up to the fiscal year 1907 was incidental to the tendency of 
industrial combination and concentration of enterprises, 
while the decline in the number of smaller individual busi- 
ness men must perhaps be assigned not to the above tendency 
alone but also to the unduly heavy pressure of the emer- 
gency taxation. Those smaller taxpayers who were com- 
pelled to retire from business probably fell, as a rule, to the 
laboring class wherever no chance for transferring their 
capital was presented. Lack of available material for further 
study with any approach to accuracy forbids the solution of 
this intricate, though no less interesting, problem. 

In almost every sphere of economic activities, this country 
has witnessed marked advance since the war with China, the 
development of foreign trade, the progress of monetary cir- 
culation and of corporate enterprises, and the increase in 
amount of bills cleared being put at from three to five times 
in the course of the ensuing years. The only exceptions to 
this general tendency are found along the line of wholesale 
and retail trade, the returns showing only an 80 per cent 
increase for the former and a 60 per cent increase for the 
latter, both failing to keep pace with the progress made in 
other branches of economic activities. Thiscan be accounted 
for only by the fact that the traders concealed the real amount 
of sale in order to evade the unduly heavy burden imposed 
by the business tax. Possibly the amount of capital invest- 
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ment was also concealed for purposes of evasion, save with 
the enterprises organized into corporations. The entire 
amount of capital increased 240 per cent during a period of 
thirteen years ending with 1910, whereas the amount of 
business revenue began to shrink suddenly after 1906 to all 
but one-tenth of what it had been before. This was due to 
the nationalization of railways. On the other hand, the 
amount of contract for work or labor increased three times 
and the amount of commission two times and a half during 
the corresponding period; but the progress along this line, 
in the main, has been rather slow. Further, the ratio the 
business tax bears to the net business profit rose in 1903 to 
.033 and to nearly .o45 thenceforth, as against the five 
years from 1897 to 1902, the ratio for which ranged from 
.or5 to .o18. A burden of 40 to 50 yen for a net profit of 
1,000 yen seems at first glance by no means heavy; but in 
view of the fact that the business tax is, in the main, a tax 
on labor, except in case it is imposed on capital, this rate of 
burden is far from light. The fact is more clearly evidenced 
in the following tables: 


WHOLESALE AND RETAIL TRADE, 1897-1910 


= 











Amount of sale i 
Fiscal Amount of Trade 
year capital revenue 
Wholesale Retail 
Yen Yen Yen Yen 
TSQ7 eee, £,090,410,809 | 525,625,802 687,434,616 ead 
LSOSm ae een 8 1,099,637, 102 all 505,1034700 721,007,802 
TS3OO hee eer 030,418,423) | 482-457 550 793,975,213 
TQOOM- es eee. £,20057,7.1,599 |-506,529,308 880,068,868 
LOOM eee ee iat 220,430 20s 520 2an es 991,178,337 
1902) 205-8 3-2 42, -\F 1)144,386,919 | 519,553,167 || 1,515,232,630 sos 
TQOOSH AN are o- ...| 1,183,722,280 | 535,140,125 897,447,675 32,261,300 
1904.............| 1,244,326,948 | 565,364,881 | 1,083,795,564 | 33,349,294 
EOOSemeer ys ee) s2343, 007,202 «|| 557,450,021 |) 1, 250,001,745 34,752,398 
1906.............] 1,358,605,373 | 616,547,504 | 1,188,230,241 42,324,606 
LOO / eee eee eas 507,054,290) 622,527.24 75 1.270) 700:320) me 20.275.470 
LOOSHeee ee ell D247 57,227 758,071 aa rales et COO ood 3,307,730 
1909.............| 1,834,351,495 | 800,659,167 | 1,664,668,986 35742964 
TOLO Meee al, O505475,0805l| 7:715,62 5,904 alll Ly 720.0 52,)522 3,746,588 
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BusINEss TAX, 1897-1910 

Ratio of 

Wear Amount of | Amount of | Estimated Business business 

contract commission | net profit® tax tax to net 

profit 

Yen Yen Ven Yen Per cent 
1897... .:. 33,860,974 | 11,675,500 | 292,616,995 4,416,249 1.5 
ROO ce ees 39,276,296 12,264,200 | 293,425,371 5,478,020 1.9 
1899. 33,138,004 | 11,551,500 | 288,468,773 5,507,147 1.9 
TQOOS 57. Ars" 37,536,246 15,965,100 | 320,692,174 6,051,515 1.8 
POOR. wo 44,779,021 16,070,300 | 338,707,073 6,481,045 1.9 
QO? Fic o135* 46,881,822 15,421,005 | 342,353,152 6,777,047 1.9 

1903. 53,277,595 | 16,651,960 | 355,261,581 7,049,251 LQ? 

1904...... 54,197,252 | 17,236,362 | 376,846,595 | 12,601,542 | 13.3 
1905...... 48,441,745 | 17,086,930 | 384,476,838 | - 18,784,656 4.8 
1906. . 44,854,086 | 19,504,181 | 392,980,944 | 19,770,159 So 
1907. . 51,088,579 | 24,873,498 | 428,526,983 | 20,383,940 4.5 
1908. . 89,721,056 | 26,171,357 | 511,268,422 | 23,574,427 4.6 
1909....... 107,514,493 | 24,875,469 | 538,383,371 | 25,112,330 4.6 
I9IO...... 94,527,342 | 25,986,038 | 559,823,011 2513935507 4.6 




















a The estimated net profit is calculated at 10 per cent of the amount of the wholesale trade; 
20 per cent of that of the retail trade; 10 percent of the amount of capital; 50 per cent of revenue 
(for railways) and 20 per cent of the amount of contract or commission. 


Regarding the proportion between the burden of several 
taxes and the business net profit of corporations, it may be 
noted that banking and other corporations’are taxed at least 
ro per cent of their net profits, the rate in most cases ranging 
from 16 to 18 per cent; that is, they are taxed at the rate of 
to yen to 18 yen for every too yen of net profit. Of course, 
the rate here mentioned includes the income tax, the business 
tax, and the local surtax, but the lion’s share falls to the 
business tax, since the income tax levied upon a joint-stock 
company is only 4 per cent of its net profit, and therefore 
the burden charged on companies and partnerships is 
mainly imposed in the form of business tax. Below are 
given, for purposes of reference, the figures showing the 
business tax paid by leading companies in their relation to 
the net profit of each: 
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Ratio of Business TAx TO NET PROFIT 























Ratio of 
Companies Net profit ee Settlement period ae 
profit 
Yen Yen Per cent 

Hirst Banik 1 apy eeenee eee 1,757,015] 184,572] July, 1910-June, 1911 10 
One-hundredth Bank...| 863,347] 101,974] July, 1909-June, 1910 12 
Teikoku Shogyo Ginko.| 344,438] 52,466] July, 1911—Dec., 1911 15 
Kawasaki Dockyard....| 838,584] 146,987) Nov., 1910—-Nov., 1911 17 
Yokohama Dock Co....| 414,562) 76,808} June, 1910-May, 1911 17 
Tobu Railway Co...... 222,908] 27,419] April, r1gt0—March, 1911 12 
Tokyo Electric Co......| 3,674,576] 513,859] June, 1910-May, IgII 14 
Osaka Electric Co.. .| 1,605,640] 201,126] July, 1910-June, 1911 II 
Tokyo Gas Co.. .| 2,233,946] 288,454) July, 1910—-June, 1911 12 
Amagasaki Spinning Co. 561,559| 104,231} June, 1910-May, I9I11 18 
Kishiwada Spinning Co. 578,973} 44,785| Jan., 1911—Dec., 1911 7. 
Kanegafuchi Spinning 

Co. .| 1,964,222] 324,945| Jan., 1911-Dec., I9II 16 
Fuji Gassed Spinning 

Co. .....| 1,688,989] 217,136} July, 1909-May, 1910 12 
Miye Spinning Care te 1,169,342| 202,360] Jan., 1911-Dec. IgII, 17 











Income tax 


The original of the Japanese income tax dates from March, 
1887, (twentieth year of Meiji), when a progressive tariff 
was assessed on personal incomes of above 300 yen perannum, 
those of corporations being exempt from taxation. The 
reasons for introducing this new departure in the system of 
taxation have been already briefly stated. The revenue of 
the nation at the time of the introduction of the income tax 
consisted mainly of the land tax and the tax on sake, but 
the amount raised fell far short of supplying the needs which 
the nation’s progress demanded, particularly the increasing 
of the navy, which the state of foreign affairs necessitated. 
The existing taxes on land and sake not only did not permit 
any further increase, but the tax laws as well, which were 
compiled in a disorderly manner at the instigation of the 
new Meiji Government, could not keep pace with the pro- 
gressive demands of the age. The government, therefore, 
created a new tax on income, modeled after the financial 
legislation of other countries, in order, on the one hand, to 


ANALYTICAL STUDY OF ECONOMIC EFFECTS 10g 


meet the exigency of naval expansion, and, on the other, to 
introduce a reform in the system of taxation. 

An amendment of the income tax was enacted by Law No. 
XVII of 1899, by which the income of corporations was 
brought under taxation, necessitated by the growing demand 
for sources of revenue in order to meet the expenses of 
expanding and: replenishing armaments as a result of the 
recent war with China. The amendment was also effected 
to provide for the taxation of international incomes which 
present themselves in consequence of the revision of treaties, 
and, further, to meet the requirements of economic devel- 
opment, especially along the line of industrial enterprises. 
The main features of the amendment are as follows: 

1. By the new law the liability and conditions to which 
the taxpayers within and without the Empire are subject 
were made clearer, bringing under charge all persons having 
a domicile within the Imperial dominion to which the law 
is to be applied, as well as all persons, irrespective of nation- 
ality, having a residence within the Empire for more than 
a year.} . | . 

2. Those persons not provided for in the preceding. para- 
graph, having either property or business or else receiving 
interest on national loans or debentures within the dominion, 
were made liable to the income tax, in so far as they draw 
their incomes from the same. 

3. The new law extended to corporations the duty of 
paying the income tax, which duty hitherto applied only to 
individuals. 

Thus, the new law embodied the tax on three kinds of 
incomes: (1) incomes of corporations; (2) interest on national 
loans or debentures paid within the dominion in which this 
law is enforced; (3) individual incomes. The rate of assess- 
ment on the first and second kinds of incomes is proportional 
while the rate on the third adopts what is scientifically 
termed the method of ‘hitting at sources.’’ The third kind 


1 Cf. art. 1 of the revised law. 
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is' divided into twelve grades, ranging in rate from .oto to 
rose, 

The emergency taxation at the time of the Russo-Japanese 
War found in the income tax one of the most appropriate 
sources of war-time revenue. By the first increase program 
of 1904, the government increased the rate of the income tax 
by revising the existing law, arranging the first kind of 
income (i.e., corporations) into (a) that of a joint-stock 
company, or a joint-stock company of unlimited liability 
organized by either more than twenty-one shareholders or 
twenty-one shareholders and partners together; and (6) other 
corporations. The rate of the tax was accordingly differ- 
entiated, the system of proportional taxation being applied 
to (a), while that of progressive taxation was adopted for 
(b). The grades of incomes to be taxed were arranged into 
eight, between the highest income of above 100,000 yen and 
the lowest of 5,000 yen. By the second increase program of 
1905 the income tax was increased a second time. 

The actual revenue accruing from the first increase, when 
the government expected to increase 70 per cent of the pro- 
ceeds of the tax on incomes of the first and third kinds, was 
estimated at 5,287,350 yen. The reason the government left 
the second. kind of income untouched was to maintain the 
price of the national war loan, the second kind of income 
consisting in the main of the interest on public loans. The 
revenue of the second increase program that the government 
originally proposed to carry out was to amount'to 5,862,240 
yen, by raising another 80 per cent increase over and above 
the first one. The bill was amended by the Diet (especially 
with reference to the rate on (0) of the first kind of income), 
which reduced about 1 per cent the government proposal, 
viz., 575,778 yen, resulting in an actual increased revenue of 
5,286,462 yen. The increased revenue raised since the first 
amendment is shown below: 
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REVISION OF INCOME TAX ON CORPORATIONS 
a —— 
Revision Year Revenue Rate of 
increase 
: Yen Per cent 
Petausnimenta tence ets ceases ces eee 1,500,000 ms 
Binctamcheases ti: Mot la. S iA ae 1904 5,300,000 70 
SPcOnGiNCrease sw. ss. daub es cee Ma fas 1905 5,300,000 70 
Bil Otel. ICrease, seu beak, S sew ieee 12,100,000 140 








The development of the national income as revealed in the 
revenue of the income tax since the Sino-Japanese War is 
shown in the following table, the conditions prior to that 
event being purposely omitted, as the amount of the tax 
was excessively small because the general economic condi- 
tions were not yet developed, while accurate information 
on the objects to be taxed was not available, due to frequent 
evasions at the time: 


DEVELOPMENT OF THE NATIONAL INCOME, 1893-1910 











Year First kind 
Yen 
1893. a 
TSGA ions xh aoe 
POOHse < ws het ee 
TSOOa-tp Lcisee 
MOO ecg 8s ei 
ESOBcm soe ee rhe oe 
L800 ap aciocinare: 60,809,000 
EQOO eye sates 89,761,000 
LOOMS cones eee 87,080,000 
BOD tas consti: balekans 90,718,000 
TOOQ Ha cso 5 se 94,234,000 
BOOP earn cer ok 93,736,000 
EOQOS er ete oer 123,233,000 
LQ0O Fs knees 139,447,000 
BQO 7 ssetsjcte ay ated 127,533,000 
Tk) Ochre ce oheaets cost 132,672,000 
TO OOS ie. tke 125,910,000 
ORO aie te eer 119,602,000 





Second kind 


Yen 


12,675,000 
13,111,000 
14,514,000 
15,142,000 
17,255,000 
18,230,000 
14,577,000 
13,129,000 
24,644,000 
33)747,000 
16,261,000 

7,210,000 


- 99,470,000 


Third kind 


Yen 
91,313,000 


107,553,000 
127,299,000 
147,676,000 
168,480,000 
204,117,000 
253,251,000 
291,256,000 
326,230,000 
366,931,000 
395,262,000 
424,492,000 
466,219,000 
519,457,000 
640,135,000 
689,722,000 
697,999,000 





Total 


Yen 
91,313,000 
99,470,000 

107,553,000 
127,299,000 
147,676,000 
168,480,000 
277,603,000 
356,124,000 
392,851,000 
432,090,000 
478,421,000 
507,228,000 
562,303,000 
618,795,000 
671,635,000 
806,554,000 
831,894,000 
824,812,000 





The foregoing table might lead us to judge that the growth 
of the national income in this country has made such marked 


LEZ ECONOMIC EFFECTS OF TAXES 


advances since the war with China that the amount increased 
from g1,000,000 yen in 1893 to 824,000,000 yen in IgI0, 
that is, an increase of nine times in a period of nineteen 
years. But the basis for calculation before 1899 was so 
different from that after that year, when the law was revised, 
that the rate of increase above referred to has no claim for 
accuracy. The increase, however, of the income tax to meet 
the war expenses was carried out after the revision of the law, 
so that we may justly compare the growth of our national 
income before and after the war-time increase of the income 
tax. The entire amount of the income was estimated at 
277,603,000 yen in 1899, at the time the law was revised, and 
this amount advanced to 478,421,000 yen in 1903, which 
was one year before the increase, thus making an increase of 
200,718,000 yen in five years, or an annual average increase 
of about 40,000,000 yen. Since the increased taxation of 
1904, the rate of increase has somehow diminished, the 
amount being roughly estimated at 507,000,000 yen in 1904, 
562,000,000 yen in 1905, and 617,635,000 yen in 1907, showing 
an increase of about 140,000,000 yen over the amount for the 
year previous to the introduction of the increased tariff and 
averaging an annual increase of about 28,000,000 yen. An 
increase of no less than 140 per cent during the intervening 
years could not help exerting considerable influence on the 
development of the national income. 

A comparison between the arrearages of the income tax 
before and after the great increases for war purposes may not 
be without interest, although it would be inadvisable to 
draw from these figures alone any final conclusions as to the 
burden of the tax in question., The number of persons 
pressed for payment of the income tax in arrears in 1903, 
before the rate was increased, stood at 59,697, which figure 
became 61,695 in 1904, when the first increase was carried 
out, and at last reached 118,012 in 1905, when the second 
increase was enforced. During the corresponding period 
the number of those persons whose property was seized 
for non-payment increased at first from 2,086 to 3,111 and 
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then to 5,149, the number of defaulters disposed of for 
the recovery of the tax in arrears increasing from 327 to 514 
and 878, respectively, while the number of ultimate default- 
ers causing loss to the Treasury was put at 2,089, 2,250, and 
4,472, in the respective years. Thus, the arrears in general 
grew with the increase of the rate, the defaulters almost 
doubling in number after the great increase of taxation. 
Here we have ample ground for concluding that the increase 
of the income tax was rather too heavy in proportion to the 
growth of the national income. 

Approaching the subject from a different angle, somewhat 
contradictory results are found. As was shown in the fore- 
going table,! the object of the present tax, i.e. the income to 
be taxed, has made material advances since 1908, amounting, 
for instance, to 824,812,000 yen in 1910, an increase of 
547,208,000 yen, or a 20 per cent increase as compared with 
1899 (fiscal), when the income tax law was revised. The 
rate of the progress of income is more rapid than that of the 
income tax, as has been the case at least since 1908. In 
view of the above fact, the development of the national in- 
come in the main was not hampered by the increase of the 
present tax. 

The growth of the total income to be taxed is mainly 
assignable to the remarkable progress of the income of the 
third kind. In 1899, of a total income of 277,603,000 yen, 
the third kind comprised 204,117,000 yen, or nearly 70 per 
cent of the total, whereas in rgro, of a total of 824,812,000 
yen, the third kind was put at 697,999,000 yen, approxi- 
mately equivalent to go per cent of the total. The burden 
of income taxation is again the largest with the income of the 
third kind. In the fiscal year 1912-13, the total income of 
the third kind amounted to 765,425,742 yen, and the total 
tax borne by the third kind of income figured up to 27,383,196 
yen. Further, the distribution of the burden of the third 
kind of income tax among the different grades of individual 
taxpayers in 1912-13 is shown below: 


PANE, po Lil. 
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DISTRIBUTION OF THIRD KIND oF INCOME TAx, FISCAL YEAR 1912-1913 











Grades of income Income Tax Rate 
Yen Yen Yen Per Cent 
Above ZOO Mane 207,749,103 4,154,982 2 
. OO ates, rectareus 201,421,618 5,075,824 2.52 
- if OOO stenarter ter 134,714,578 4,647,652 3.45 
- 2 OOOnminee ia 61,095,461 2,388,832 3.91 
“ 3 OOOs atreains, 6 58,785,958 2,704,154 4.6 
es SOOO. eevee e 50,351,906 3,021,114 6 
s KO, OOO nea teestict 18,602,408 1,395,180 7 
15,000. 9,856,948 931,481 9-45 
i. 2OOOOM eee 9,073,274 1,052,499 11.6 
‘. 20, OOO iar ate 7,229,600 813,430 13.85 
4 FOND, ou: to ote 4,592,475 800,720 17 
SPT O0; 000m snasced 1,952,413 397,328 23-5 
Totaly ato 765,425,742 27,383,196 3-5 

















The preceding table shows that the revenue accruing 
from the three grades under 2,000 yen amounted to the enor- 
mous sum of 13,700,000 yen, more than half of the total rev- 
enue of the income tax, whereas that yielded from the six 
grades above 10,000 yen was put at 5,300,000 yen, or no 
more than one fifth of the total revenue. Thus, it is safe 
to conclude that the most serious burden of the war taxation 
of 1904-5 fell on the three lowest grades of taxpayers, who 
draw incomes under 2,000 yen. 

It has already been explained that the war taxation, rela- 
tively speaking, exerted the heaviest influence on individual 
incomes (third kind), and of these that the three lowest 
grades of income under 2,000 yen were most seriously 
affected. Incomes of individual persons grouped under the 
third kind are arranged according to their sources as follows: 
(1) rice fields and upland fields; (2) rentéd land and house; 
(3) forest; (4) waste land and others; (5) mining; (6) stock- 
farming and extraction; (7) interest on loans and deposits; 
(8) salaries and allowances; (9) trade; (ro) industry; (11) 
miscellaneous business; (12) labor; (13) other incomes. 
Of these thirteen sources of personal revenue, the largest 
share of burden falls on those who derive incomes from rice 
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fields and upland fields, followed by those engaged in trade 
and those receiving salaries and allowances, the least share 
falling to those engaged in mining. The following table is 
inserted for comparison: 


REVENUE OF THIRD KIND OF INCOME TAX® 




















Source of revenue IQOI—-1902 1909-1910 
d Yen Yen 
Rice fields and upland fields......... 87,139,282 222,097,653 
Rented land and house............. 15,568,481 53,715,154 
WOTESH ee Nee oie evs. cuneate eet cnr 5,619,381 16,008,089 
Waste land and others.............. 1,323,047 2,513,814 
DODANE oe eas ch-dn sao ite Pen 1,075,265 1,497,815 
Stock-farming and extraction........ 3,148,715 11,621,281 
Interest on loans and deposits ....... 29,632,473 46,849,879 
Salaries and allowances............ 54,108,689» 114,865,461 
DGC ere lors Seon esi howe NAGE Sak 64,927,147 144,544,155 
SORES eee eee ea 13,797,048 39,369,762 
Miscellaneous business............ 8,012,250 17,026,661 
BA ee eee ch oom eae eo iee Fs 1,411,426? 3,859,968 
Othemancomesierys series eaceies s 68,675,835 15,752,094 
hotalc.eieoke 290,906,674 689,722,386 
a From Thirty-sixth Annual Statistical Report of the Bureau of Taxation. b For year 1902-3. 
Summary 


By way of concluding the present section, we quote below 
from the returns on 886 items prepared by the Finance De- 
partment concerning the relative burden of various direct 
taxes as well as of local imposts. The contrast between the 
owners of landed property and non-landed taxpayers was 
not ascertained, but a comparison between the peasantry, 
on the one hand, consisting, in the main, of landowners, and, 
on the other hand, the liberal professions, both public and 
private, organized chiefly of non-landowners, was made 
clear to a considerable extent. 

Taking, as an illustration, the fifth grade in the foregoing 
table, with an income of 300-500 yen, we see that the total 
burden of the taxes on land, income, and business, together 
with their surtaxes, stands at 27 per cent with the peasantry, . 
whereas with liberal professions the ratio is diminished to 
merely s per cent. The burden on the peasantry is nearly 
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RATIO oF TAXES TO THE REVENUE TO BE TAXED?# 











; i Land tax|Income tax/Business tax Obes 
Grades of income and its | and its and its : Total 
: axes 
surtax surtax surtax 
Peasantry: 
Yen Per cent | Per cent Per cent | Percent; Per cent 
Above Sas O00ln seen - 1.92 44 oUt 53 3.00 
Between 2,000and 3,000 Log .38 MLE -44 2.64 
é 1,000and 2,000 1.85 733 .10 .50 2.78 
4 500and 1,000 1.86 .24 .05 . 66 2.81 
re 300 and 500 1.80 .19 .02 2.70) 2.71 
Liberal Professions: 
Yen 
Aboves 16,0005. Fo o4- .07 .56 att S14 .75 
Between 2,000 and 3,000 .04 -47 ents .16 .67 
“ 1,000and 2,000 .08 41 eps 26 75 
‘ 500 and 1,000 05 au ee 223 .58 
ar 300 and 500 .02 .24 ee 25 .51 

















a The revenue to be taxed is made out by adding the amount of the taxes and other public 
charges to the income serving as the standard of the income tax. 


four times heavier than on the others. This fact applies 
to taxes in general; but, as is obvious, the war taxes since 
the Sino-Japanese War, especially those levied at the time 
of the Russo-Japanese War, gave rise, in a large measure, 
to this unbalanced distribution of the burden of taxation. 

As has been previously pointed out, the burden of indirect 
taxes as war imposts fell most heavily on those of small in- 
comes, just as the burden of direct taxes fell most heavily 
on the peasantry, particularly on small farmers or peasant 
proprietors. 


CHAPTER III 


A SYNTHETIC STUDY OF THE ECONOMIC 
EFFECTS OF WAR TAXES 


RELATION BETWEEN War TAXATION AND 
NaTIoNaL PRropuctivity 

In the preceding chapter we considered both the direct 
and indirect taxes as war imposts, each in the light of its 
specific effects. In the present chapter we pass to a syn- 
thetic study of their economic effects. The analytical study, 
as shown in the foregoing pages, brought to light the unde- 
niable and noteworthy fact that along the line of extractive 
industry, especially agriculture, the increase of the land tax 
caused inequality of burden, although not any shrinkage in 
the cultivated area; that in industry the war taxes at the 
time of the Russo-Japanese War called forth a general inac- 
tivity, especially in such branches of manufacturing indus- 
tries as turned out luxuries and other articles than munitions 
of war; that the domestic trade, especially that which dealt 
in such articles of luxury, suffered a most serious blow; 
that in foreign trade the increased levy in customs duties at 
the time of the Russo-Japanese War was chiefly instrumen- 
tal in causing more goods to be imported than exported 
through the anticipatory importation of dutiable merchan- 
dise.1 War taxation, however, did not bear heavily upon 
transportation in general, except on transportation by land, 
where the passenger revenue was impaired by the traveling 
tax on railway traffic. In monetary circulation, unfavorable 
results were found to. some extent at the time of the Boxer 
Uprising, but the results were never so serious as those of 
the Emergency Special Taxes at the time of the Russo- 
Japanese War. It is true, the total yield of these special 
taxes since April, 1904, amounting to 200,000,000 yen, did 

1Cf. table no. vu, Appendix A, post, p. 198. 
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not absorb all the capital in the monetary market, but no 
doubt the Treasury drew off the capital in the course of 
being supplied to the market, as well as circulating capital 
in the market. Evidently, war taxation also brought about 
stringency in the monetary circulation of the local market, 
but how far such effects were at work can not, as is the case 
with other instances above referred to, be specifically ascer- 
tained, independently of those upon public loans, etc. 
Approaching the subject of the nation’s capacity to withstand 
extortionate taxation in emergency, the conditions of na- 
tional savings before the war with China are inserted at the 
outset for reference: 








Items 1876 1893 Increase 





Yen Yen Yen 
Savingsideposiicns: sce: eee ee ee aera avs: 6,035,455 | 6,035,455 
Postal deposits outstanding at a year’s end 41,845 | 26,155,449 | 26,113,604 
Deposits of ordinary banks............. 4,366,367 | 57,178,093 | 52,811,726 





The contrast between the two years in the foregoing table 
can not lay claim to accuracy, as the system of savings in 
the former year was not yet well organized; but the signifi- 
cant development of the national savings may be readily 
conceived from the preceding figures. Such a growth in 
savings was of course a result of the.increase of production. 
Below is given a table showing the development of produc- 
tion in this country between the Satsuma Rebellion and the 
Sino-Japanese War: 


DEVELOPMENT OF PRODUCTION, 1876-1893 











Items 1876 1893 Increase 
Cultivated area of rice field 1,940,297 cho (1877) 2,760,478 cho 829,181 cho 
Cultivated area of wheat 

Held *y Rees oe 780,799 cho (1877) I,744,010 cho 954,211 cho 
Gold OUD. Fn eee 93,421 momme (1877) 190,061 momme 106,540 momme 
Silver output [ch y-- ssa 2,045,417 ounces 18,463,621 ounces | 15,518,204 ounces 
Copper output, «cree oe 1,051,319 pounds (1877) 4,797,809 pounds} 3,746,490 pounds 
Coal OUCDUT FTF we ae ae 499,106 tons 3,317,104 tons 2,817,908 tons 
Aquatic products ........ 8,382,280 kwan 86,082,815 kRwan 77,700,535 kwan 
Raw-silk output _........... 584,566 kwan (1884) 1,233,554 kwan 648,988 kwan 
Cotton-yarn output ie, ae 778,433 kwan (1886) 10,666,744 kwan 9,888,311 kwan 
Textiles output, 2... 8,275,436 tan 56,323,409 tan 48,047,973 tan 
Matches output .....,.. 10,165,615 gross (1889) 19,045,360 gross 8,879,745 gross 
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Thus, it is conceivable that the development of produc- 
tivity grew from five to ten times in a period of two decades 
and a half, and prepared the way for the nation to stand the 
pressure of the war taxation. The rapid growth of produc- 
tivity naturally enabled the nation to achieve marked ad- 
vances in foreign trade, the entire amount of both import 
and export trades increasing roughly from 51,000,000 yen 
in 1876 to 178,000,000 yen in 1893. * No less remarkable 
progress was made in the facilities of domestic trade and 
industry, the total capital of economic corporations, includ- 
ing agricultural, commercial, and industrial companies, as 
well as those for transportation by land and sea, advancing 
from 22,000,000 yen in 1884 to 209,000,000 yen in 1893, an 
increase of ten times in a decade.! 

Turning to means of communication and transportation, 
we find that during the same period the total mileage of 
railways increased from 26 miles (Japanese) to 788 miles, 
an increase of 762 miles; the total tonnage of steamships 
increased from 40,248 tons to 110,205 tons, an increase of 
69,957 tons; the total length of telegraph lines increased 
from 2,214 miles (Japanese) to 10,231 miles, an increase of 
8,017 miles; the total length of postal lines increased from 
13,383 miles (Japanese) to 23,745 miles, an increase of 10,362 
miles; the total amount of mail matter increased from 
32,031,174 pieces to 319,740,556 pieces, an increase of 
287,709,382 pieces. Such marked advances in the means 
of communication and transportation greatly aided the 
growth of monetary circulation, obviously serving the same 
end as the corresponding increase of funded capital. 

Passing now to the development of monetary and credit 
facilities in the corresponding period, we know that the cir- 
culation of currency increased from 164,299,149 yen to 
238,498,319 yen, an increase of 74,199,170 yen; the total 
number of bills cleared increased from 25,304,350 to 211,619,- 
531, an increase of 186,315,181; the total number of postal 


1 The figures for 1876 were not available, but if the same rate holds, presumably 
the increase may amount to twenty times as much. 
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money orders issued increased from 257,443 to 3,372,036, 
an increase of 3,114,593; the total amount of bills of ex- 
change issued for remittance through banks increased from 
18,980,310 yen (taking the accounts of the national banks 
for the second half of 1876 and the first half of 1877) to 
185,447,531 yen (taking the accounts of all the banks). 
Facilities of monetary circulation, organized for the purpose 
of regulating such media of exchange, showed equally sig- 
nificant progress; for instance, the total amount (nominal) 
of capital of banks increased during the corresponding period 
from 4,550,000 yen to 111,634,590 yen, an increase of 107,- 
084,590 yen, or the enormous advance of about twenty-five 
times. 

Such is the growth of national wealth from the Satsuma 
Rebellion to the Sino-Japanese War. Of course, the above 
figures do not signify any corresponding increase of national 
net profit, but the truth can not be denied that military 
and war taxes, which amounted to nearly 10,000,000 yen 

after the Satsuma Rebellion, did not hinder the progress of 
our national economy. | 

Turning next to the economic development after the Sino- 
Japanese War, with special reference to the quantity and 
efficiency of national production, we give opposite a table illus- 
trating the marked advances made in the economic activities 
of the nation, and consequently in the objects of taxation, 
during a period of nineteen years from 1893 to 1912. 

In view of these figures, the reader can see that while 
the currency in circulation increased only three times, due 
to the development of credit instruments, the import trade 
increased 570 per cent and the export trade 690 per cent ina 
period of nineteen years. Other items, such as the paid-up 
capital of banks, deposits and savings, amount of lifeinsurance, 
written up and taxable incomes, all increased in correspond- 
ing proportion, the rates ranging downward from thirty 
to seven times, averaging, in all probability, something like 
eight or nine times. During the corresponding period, the 
total revenue of taxation (inclusive of monopoly profits) 


I21I 


SYNTHETIC STUDY OF ECONOMIC EFFECTS 


aya jo s0ujd uy 


‘VOQI 10} SaInSy oy} UIATS o1e C6gI 10} SaTUeduIOD jo [eIIded dn-pred 10} sainsy 


‘aunf JO pua 94} 3e SUI}SIX9 aSOYy} ,aIe ZIGI IO} SYUe SBUIAeS Jo S}ISOdap 10j puke syueq AIeUTPIO Jo S}ISOdap 10J UIAIS SoINSY oy} NG 


“‘rea4 ay} JO pus 34} 1 SUTSTx9 aSOY} 21 BOULINSUT JT] JO JUNO 9e1}U0D puke ‘SeTUeduIOD jo [eyIded dn-pred ‘s}1sodep snore ‘syueq jo [eyIdeo dn-pred 


‘UOIJEINIIID UT ADUSIINS AOJ SaInSYy sy 














‘undo fo adrdurry ayy AOf JDUUY JDINSYDIS puD UotDINIALD KADJaUoTA Uo j4oGay WO} pajonb st afqez STYL v 









































VEO Dizos Ooo) ° 2 4 oot Bue panere L66 |SE1‘6z£| SSL |f6z‘LOr|zgV‘E|VIe‘ seer]: a ae ZEE |6vL‘VgQ9| 269 |c66‘gIg| ILS |1g6‘ozS| zI6I 
ISO |IoL‘ggg|IzL‘z|ggr‘ovg|PSo'r/ELG‘GVS'1| SHG |EgO‘IIE| zoL JEIS‘€gr6gz‘E|Lrz‘oSz'1/OLI'I/ESL‘IvL| SLE |izb‘Ors| ggS |Sog‘€1S] Sob |EErLbr| 161 
106 |LIg‘vzg|Po6‘1|Lor‘ges|666 |i1op‘igh‘1| fg |€gg‘LLz| S19 |gzo'1gQ1/ggo'f|L6g‘SgI‘1|Lo0'1|1bh‘IL9] I10€ |6FS‘zog| 61S |€€z'vgr| Los |gzb‘gsSt| o16r 
LEL |SEQ'ILO|zezS‘Iiggr‘oSfjoSz |Lez‘v11'1| £99 |EvL‘giz| SEz |IES‘16 |OSh‘z|S6z‘rro |SQq6 |S61‘Log| LSz |€1S'h1S| ESS |Lor‘ror| LLY |zib‘zEb| Loox 
619 |SLO‘ZIO/IOI'I/OQL'SLZ|LEL |SQ6‘'6g0'I| gog |199‘00z| OOz |ggz‘zL |o6g‘z|\zgL‘EEO'I|zOg |gEL‘IPS| HSz |evr‘goS| ogt |PgL‘grt] Gor |PSL‘Ezb| oo6r 
SzS |1zb'glv|66g |LEg‘g0z|66S |909‘Lgg vz€ |LoL‘gor| ozr |ILV‘IE |ELH‘I|Lez‘ggS |SOS |Sgo'PLE| IgI |oSHizg£] SSE |SEr‘LI€] oz |zoS‘6gz| Lo6r 
SLY |oGo‘z€vlool |1Sg'IgI|g6s |£gL‘gLg LSz |SQ6'Vg | OIL |VOg‘gz |QGE‘I|zOL‘go£€S |z6S |oSG‘zLE| OLI |gog'SSE| Eo€ |r€L‘14z| Sgz |€ok'gSz}| zor 
ZQI |QLQO‘LVI|OzS |zgg‘6I1|OSE |zzS‘zEes OOI |VEO'EE | OoT |LSI‘gz |gzS |ibLitoz |I£€E |oLE‘goz| Sx |r11'11€] go joLr'vLz| SOI |SLg‘LLI1] 66gI 
ovI |€gz‘Lz1jSLz |Sgi‘t€g jiv1 |voS‘Loe oars hee Gor |OLP'gz |OO€ |LEO'IvI |6gz |rLz‘Lo1| SHI |PLz‘o6z| I1z |grL‘ggt| ShI |gzI‘I€1] Q6gI 
OOI |E€I£‘I6 joor |€vo'ez joor |ESE‘gr1 ee — OOI |SSi‘gz joo1l |gzt‘ge OOI |g16‘zg | OOT |FSg‘00z| OOI jofb‘6g | ooT |PEr‘o6 £6gI 
quaa| uag | quaa| uag |! quag ua x quaa | uagx | quar | uaz quag ua X quar | uag | quar| uag | quaa| uag | quar] uag 
dad dad dad dad 4aq dad dad dad dad 4ad ‘ 
“ur ‘OUT “DUT “OUI ‘OUI ‘UI ‘OUT ‘Ou “OUT “OUT 
jo | “guy | yo } “hay ) 30 ‘quUIy jo “quy jo “qUIYy jo Wy jo ‘Uy jo ‘quiy jo | ‘jury jo | ‘qury 
ayey 2712 3}ey a7ey a7ey 9] eY o7ey a7ey a7 ey 97k yy 
Iba 
sowoout dn sotuedui09 syueq sBurars syueq syuerq jo uwoTye[NoI19 
ajqexe U97}1IM QOUe jo [ezIdeo SssuIAeS 1e1s0g Areulpso jeyideo ul syioduy sj10dxq 
-INSUt dj] dn-pieg jo syrsodaq jo s}1sodeq dn-preg AguaIIND 























(uak fo spupsnoy] U2) 


v2 161-L68I ‘NOILVN JO SAILIAILOW SINONOOW NI SHONVAGY 


122 ECONOMIC EFFECTS OF TAXES 


increased six times, while the per capita burden of war taxes 
advanced about nine times, which fact is conclusive proof 
of the truth that the nation’s capacity to stand the extor- 
tion of compulsory charges generally keeps pace with the 
advancement of the burden of war taxes. The specific 
effect of each individual war tax, as has previously been 
pointed out, is not, on the whole, of an excessively detri- 
mental nature. 
War Taxes AND LIVELIHOOD OF THE NATION 


The preceding pages have been mainly employed to indi- 
cate the effects of war taxes on the quantity and quality of 
production, viewed from the standpoint of national economy. 
The net profit of national production, however, does not 
grow with the development of those numerous items, hither- 
to pointed out, that work together to indicate the true con- 
dition of national wealth and well-being. The amount of 
capital invested, or the deposits held by banks or companies, 
or the amount of insurance money, or, again, the incomes 
subjected to the income tax, are all signs of the nation’s 
income brought under the charge of direct taxes. The war 
taxes, as has been stated above, consisted, for the most part, 
of indirect, and not direct, taxes, and, therefore, the growth 
shown in these signs of national wealth and welfare can not 
be admitted as evidence of the effects produced by war 
imposts on the livelihood of the nation at large. The real 
influence of those taxes must be ascertained by depicting 
the relationship between the taxes and the incomes of the 
small-income earners, which are by far the most susceptible 
to the rise of general prices due to the advancement of in- 
direct taxes. That the burden of the Japanese war taxes 
borne by the small-income earners was the heaviest with the 
laboring classes and the poorer peasantry is easy to under- 
stand from what was stated in the preceding chapter. By 
way of providing an illustration, a table is inserted here, 
indicating the relation between the growth of direct and 
indirect taxes and the wages of carpenters, plasterers, dyers 
and day laborers: 
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The foregoing table shows that the wages of general work- 
ing men in this country have increased about three times 
since 1893, and those of factory laborers even less than that, 
as the latter usually rise much slower than the former.! 
On the other hand, the indirect taxes show an increase of as 
much as nine times during the corresponding period. Of 
course, not all the burden of indirect taxes is shifted to the 
consumer, and to measure the pressure of the taxation on 
working men merely by the consideration of indirect taxes 
would be too uncertain; but the load doubtless falls more 
heavily upon the laboring class than upon any other class of 
income earners. If the relation between the prices and the 
wages and the conditions of the working-men’s livelihood 
are brought in evidence, the above statement can be con- 
firmed as more than a mere surmise. 

According to the statistics relating to the index numbers 
of general prices, prices of rice and wages in this country, 
prepared by the Department of Agriculture and Commerce, 
the rates of increase during a period of twelve years between 
1900 and ro1i1 are 49 per cent for prices of rice, 26 per cent 
for prices of general commodities, and 53 per cent for wages. 
Thus, it may be seen that the rate of increase for wages is 
larger than for prices of rice or of other commodities in gen- 
eral, forming an evident exception to the.rule that the rise 
in wages is invariably behind that in general prices. This 
seeming anomaly is manifestly assignable to the marked 
advances made in industrial enterprises since the two great 
wars with China and Russia. However, it must not be sup- 
posed that because of the greater rise in wages the laboring 
classes were not subject to the influence of the higher cost of 
living due to war taxes or to excises in particular. For all 
that appears to the contrary, the burden of taxes did fall 
much heavier on the working men, than on any other class, 
whose incomes, as can be seen from the above statement, 
showed a growth far more rapid than the laborers’ wages. 
According to more recent statistics pertaining to the income 

1 Cf. table no. vit, Appendix A, post, pp. 199-200. 
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and expenditure of the Japanese workman, the average 
household expenditure of a normal laborer of medium 
income, employed in such industries as filature, spinning, 
printing (including typography) or paper manufacture, for a 
family of four, consisting of the master, mistress and two 
children or elders, living in an ordinary working-man’s house, 
is as follows: 





Monthly earnings: Yen Ven 
INIASECRUSAUMERZCENL) Fe tee Bethe Ome utte OLGE Set oe oman 18.00 
Wife, by light home occupation (14 per cent). . bare ante 3.00 

Monthly expenditures: 

BAGG CRE LTA ak CME hy ari hc S42 oi loee dev dle agi Stason ori 2 SO 
RRND DE ABUL het Mags EAE hs io hh hie rg eae ee, ©) BRO 
Clothing is per Cent Me rnen nee ses oka ee ae 1.00 
insurancesctetiss a i Died Fl Oe hae eh aes 8 .60 
Education and medical treatment} (19 per cent)............ .30 
Sundries ) 3.10 

PPOba le rria2 ee etteer eee Mal ic Crt OR hun bh eine ek REE 217,00) 258.00 


Thus, it may be observed no surplus is left in the working- 
man’s household account. The case cited below is that of 
an average female laborer employed in a textile industry and 
living in the factory quarters. 





ZG eae 
Monthly carriage satiate tee Se Sr dees Se Ola iene 9.00 
Monthly expenditures: 

Boarding (33 per cent)... ee Lees ee a dl A Meer s BESS OO 
Relief society dues (3 per ‘cent).. eg. 2s Nt Saigo .30 
Cooperative fund instalment (3 per cent). 2 2 s whe Ena Senet -30 
Remittance home and savings (22 per cent)................ 2.00 
SUI GLICS AGS OMEIS ESL) of ame cal Aict.  tesyon ails ek, parte agers 3.40 

OA ee ee ee ore ic hele on ne Aan tae. erie = O00. &.9.<00' 


Thus, just a slight margin for savings is left in the case of . 
a female operative, in contrast with that of an independent 
family supporter. In the above accounts, the conditions in 
factories of medium size were taken; but if the conditions 
in each specific factory were available, the working-man’s 
family accounts would present quite a different aspect, 
mostly, perhaps, ending in a deficit. It goes without saying 
that the higher cost of rations and other necessaries, occa- 
sioned through higher taxes on consumption, would exert 
a most serious influence on Japanese working men, living, as 
they do, within such a narrow financial margin. 
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As another example of a class heavily burdened by excises, 
we have the Japanese small farmers. According to the rural 
statistics of 1912, the total farming. population in Japan 
amounted to more than half the total population, the num- 
ber of farming families (ko) being 5,438,051 out of a total of 
9,422,999 families. Of the total number of Japanese families, 
more than 5,500,000 subsist by purchasing rice, and, again, 
of this latter number nearly 2,339,550 families belong to 
the small farming class owning less than 5 tan of land per 
family. In other words, more than half the number of 
families in need of purchased rice belong to the small peas- 
antry. They suffer doubly from war levies, being subject 
to direct as well as indirect taxes. By way of illustration, a 
household account of a Japanese farming family is here given: 


HOUSEHOLD ACCOUNT OF A FARMING FAMILY® 
























































; 1890 1899 1908 
Items ee 
an Land Land 
Namath Tenants Fore ee Tenants an Tenants 
Yen Yen Yen Yen Yen Yen 
Earnings: 

From rice and upland fields| 195 143 298 211 409 281 
From gardening, cattle- 

breeding, special crops, 

CLC Ree en tars 33 12 58 18 76 23 
Fromiamnanure...--..2:5. 29 26 40 33 51 45 
Sundries hers eee wen et 16 22) 26 ay 31 45 

‘Rotaleeeeerreerr eet cas) «273 203 422 299) I) 567 394 

Disbursements: 

KOOd a rer eee se) LOO 73 153 104 204 142 
IMamureseme aie dee: 39 Be 63 47 86 62 
(Chang CSioe berate mse ete shen a 19 I ai 2 56 4 
Clot hit gia cen spercetetobe cl sa + 18 9 aT 14 36 es 
FLOUSING heheh are Soe 7 ie 10 a 13 
Hducationemmerr nace ck 5 a 8 wt 13 8 
Ftteli cae sete aren oe 5 B 8 4 II 5 
Wages for hired labor (or 

TENE) rier ies ae 4 63 7 95 10 142 
Sundrieseemenseeeeeoe. | «49 18 75 28 109 40 

Totalteemeee eer try, 240 200 382 204 538 395 

Balances eres 27 3 40 5 29 I 














® Prepared by the Dai-nihon-nokai, 1912. Averages taken of land-owning farmers in 18 places 
and of tenant farmers in 16 places. 
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Thus, the net revenue of both landowning and tenant 
farmers has been decreasing steadily since the war with Rus- 
sia, resulting even in a deficit of 1 yen with the latter in 1908. 
Of course, this can not be wholly attributed to taxes; but 
that their effects, whether direct or indirect, played a part 
by no means insignificant, can not be disputed. Nor can 
the fact be denied that many of the debts incurred by the 
Japanese middle classes and small farmers, living in these 
restricted circumstances, are due mainly to taxation. The 
latest returns place the total amount of debts of the farming 
classes at the enormous sum of 750,000,000 yen. As the 
figures showing the fluctuations of this amount are not avail- 
able, we must be satisfied with the following record of the 
amount of loans contracted on security of land, which, if the 
usual proportion holds, corresponds to about half the total 
debts of the farming classes. Even a cursory examination 
of the returns of loans on security or in pledge of land, or 
those of the amount of sale or purchase of land in the whole 
country, will not fail to suggest that the almost sudden 
increase of those figures since the Russo-Japanese War 
owes much to the extortionate imposition and increase of 
emergency taxation at the time and after the great war of 
1904-5, not to speak of the general development of post- 
bellum industry, which called forth a universal and instigat- 
ing tendency to convert real estate into circulating money 
capital. 


War Taxes anpD MoveMEnts oF PoPpuLATION 


In the preceding pages we have briefly stated how the war 
taxes imposed an unduly heavy burden upon the laboring 
classes, both in cities and in the country, as well as upon the 
rural small peasantry. Other things being equal, the move- 
ment of population evidently follows the line of least resist- 
ance, or, to put it in economic terms, the line of least pressure 
on its economic activity. One of the most important tenden- 
cies in the modern industrial world—the migration of rural 
populations toward cities, with all its complexity of causes 
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CONVERSION OF REAL ESTATE INTO MONEY, 1899-1910 














Loans contracted on 
Year security or in pledge eae of sale of 
of land anded property 
Yen Yen 
TSQQ) cs gate eye 180,090,995 121,684,938 
TOOGNEE Wa ee 184,178,211 149,575,480 
TOOL... ee eae 208,076,721 156,095,620 
LOO2. 2 5 hans 209,616,005 174,655,486 
NQO3, Peis. Gh: 217,350,759 148,809,121 
LOOAE sonia set cd: 189,358,082 169,195,021 
EGOR Pam cke oe 162,469,759 220,980,075 
TOOG: incense: 235,808,434 258,140,947 
TQO7fe aces ctec 236,189,102 218,001,045 
T9OS sate ay. > ss 252,416,732 232,846,571 
EQOQ oor yes f5, oye 326,413,059 259,234,170 
FOTO See atte os 359,504,241 297,693,029 





and effects—is to be mainly accounted for by the relatively 
hard pressure upon the livelihood of the farming class. 
Although space forbids minute inquiry as to the distribution 
of the burden of taxation between urban and rural popula- 
tions, suffice it to conclude that, in view of the composition 
of urban and rural populations and of the existing proportion 
of direct taxes borne by them, the rural populace has borne 
and still bears a heavier burden of taxation than the urban 
population. The leading features of the natural and social 
increment of our population will be studied first. 

Census-taking in Japan has not been brought up to date, 
and scientifically the returns in the Statistical Annals pub- 
lished by the Cabinet are comparatively valueless. The 
figures, however, concerning the general aspects of the expan- 
sion of our population, as far as a record is available, are given 
below: 


Year Population 
1726 (BleventhivearOl iy ONO)/ce- oa. <4 swat eatin «ate a een EOI SAS, 008 
T75OVU) hind veatol Kewanyen) tina tr.. ons eeeel te eo ee eae nee eee GE 040 
TSOANCH rsh veaton Bumnkcwa eis so). <o<s eaees Ste eta onl ae eee SOD OS7 
FS46sC) hied year GitlColcwa)ne. «80. so ee ee en nee O07 .025 
1872 (Pafthiveamobe Neil) stacey 0c. mea ee ha ere ree eR, ILO ,02 S 
eke PCM DIALS? Ot NSE Wagner ane cute bee agoduear vaaae owropaus 
1892) (liweitty-itth year of Meiji). .0- oe, cee ) meas ove Bees eA OSG:940 
ro02) (Thirty-fit havea Gby\letyl))sel, .-anehder raae wer eeaarete an yee 0; O2 25476 


TOFS (Porty-tittlmeyeatcnaylelyi)eae ata qetae< (eit on ne enen eee eee en rames Te 71 Ce OOO 
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The figures for the Tokugawa Era, placing the population 
of the entire land at about 25,000,000, must be left outside 
our review, as the returns are not sufficiently accurate. 
Restricting our consideration to the Meiji period, therefore, 
we obtain an increment of about 5,000,000 in ten years, or 
an annual average increase of 500,000. Regarding the re- 
turns for 1892 as roo, the figures for 1902 stand at 112, and 
those for 1912 at 125, or, roughly, an increase of 25 per cent 
in a period of twenty years. 

Further, as to the composition and expansion of rural and 
urban populations, we see that, in a period of twenty years 
between 1888 and 1908, the rate of increase is no higher than 
18 per cent with towns and villages of under 20,000 popula- 
tion, whereas with cities of above 20,000 and under 100,000 
population it reaches 208 per cent, and with cities of above 
100,000 population it is as high as about 230 per cent, as 
shown below: 

INCREASES IN POPULATION, 1888-1908 


























No. of towns and ; : 

Year villages of under Population Ratio of increase 

. (1888= 100) 
20,000 population 

TOSCO Ass: aes ES 71,295 35,874,298 100 
TSO Foe acct estate ens 15,810 37,275,893 106 
L808. 00s. eos ee se 13,947 39,384,980 109 
FOO3 escort ee 13,224 40,974,921 AVE 
TOO wore nar agels se euerans 12,351 42,430,105 118 
No. of cities of ; ; 

Year 20,000-100,000 Population Ratio of yee 

. (1888=100) 
population 

POOGuer i ese eae ss 50 1,808,726 100 
L8Q3 aeutiaash sp bielet 61 2,270,110 120 
LSQGS seis c sues) ie hus, 2 72 2,520,151 139 
TOOSeerteienele ia sroneustete 80 3,098,251 il 
LOOS See ctncscaeyee 3 95 357751540 208 
No. of cities of : : 

Year above 100,000 Population Rees See 

population 

VSSS Ge sects ves cates 6 2,422,455 100 
1893 See aiece eae s ohe 6 2,514,973 104 
TSOSar ie orbs wrote. 8 3,497,910 144 
DO OB Gate oeperetereeronetel 9 4,469,564 185 
TOOCMALI Aa sees Meas 10 5,536,835 229 
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The foregoing tables indicate how far the concentration 
of the Japanese population into urban districts has been | 
going on in recent years. In 1893 the total population in 
cities of above 25,000 inhabitants stood at 4,785,083 out of a 
total population of 41,089,940 (for 1892), or approximately 
one-eighth of the latter, whereas in 1908, after the two great 
wars, the urban population increased to 9,312,375 against 
the total of about 45,000,000, the rate being enhanced to 
roughly one in five. In other words, the urban population 
increased from ro per cent to 20 per cent of the total popu- 
lation, that is, the ratio was doubled in an intervening period 
of fifteen-years. 

This expansion of the urban population is not due to the 
increase of births in cities but to the migration of the rural 
population toward cities, as is the case with countries in 
Europe and America. To cite an illustration, the inhabi- 
tants of Tokyo at the end of December, 1915, increased by 
about 102,700 over the previous year, resulting in an increase 
of 5.3 per cent. The corresponding rate for Osaka is 4.3 per 
cent and for Kyoto 2.5 per cent. 

The births for the same year numbered 53,216, while the 
deaths were 37,600, the excess of the former over the latter 
being no more than 15,616. Thus, roughly, 80,000 inhabi- 
tants are all immigrants from rural districts. This is only 
one out of many similar instances, and we may fairly presume 
that the above fact holds true with many fapangae large 
cities with above 100,000 inhabitants. 

Turning our attention to the rural population, the rate of 
increase in the population of Japanese towns and villages of 
under 20,000 inhabitants was about 18 per cent in a period 
of twenty years between 1888 and 1908. An investigation 
by the Department of Commerce and Agriculture, relating 
to twenty-five villages in Kwansai and eighteen villages in 
the Northeastern District, shows that, in a decade between 
1890 and 1899, the number of farming households in Kwan- 
sai increased from 526 to 534, or an increase of about 1.5 per 
cent while those in the Northeast increased from 593 to 609, 
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or an increase of 2.1 per cent, averaging an increase of 1.8 
per cent for both districts. In the following decade, that is, 
from 1899 to 1908, the number climbed from 534 to 538 in 
Kwansai, or an increase of only .7 per cent, and from 605 to 
635 in the Northeast, or an increase of 4.9 per cent, averaging 
an increase of 2.8 per cent for both. On the other hand, the 
rate of increase in the rural population during the decade 
from 1890 to 1899 figured at 9.3 per cent in Kwansai and 
7.5 per cent in the Northeast, averaging an increase of 8.5 
per cent, whereas the rate shrank in the following decade 
(1899 to 1908) to 1.8 per cent for Kwansai and 1.4 per cent 
for the Northeast, averaging 1.6 per cent, or a decrease of 
about 7 per cent against the rate of the preceding decade. 
The investigation with reference to the migration of the 
Japanese farming population toward cities has not been 
completed, and the figures do not claim any near approach 
to accuracy. According to the returns, in part prepared by 
the Department of Agriculture and Commerce, the number 
of Japanese farmers who went abroad for work amounted to 
29,000 during the five years from 1898 to 1903, and the re- 
movals into cities in the same period amounted to 175,000, 
resulting in a total of 204,000. These figures, however, seem 
to me to be a conservative estimate. As above stated, dur- 
ing a period of fifteen years, from 1893 to 1908, the popula- 
tion of the cities of above 25,000 inhabitants increased by 
about 3,700,000, averaging 240,000 per year. The natural 
increase of urban population being placed at approximately 
40,000 per year, the remaining 200,000 must be the annual 
migrants into cities. Moreover, Tokyo alone boasts of an 
annual increment of about 80,000 inhabitants for the fiscal 
year 1912-13, doubtless through the migration of the inhabi- 
tants of rural districts. If the returns of the Department of 
Agriculture and Commerce were correct upon this point, 
our urban migrants from the country must have expanded 
with an appalling rapidity since 1903. 

The leading features of both the natural and social incre- 
ment of the Japanese population have been briefly stated. 
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Approaching the subject from the viewpoint of social in- 
crease, the ratio of the urban population (in cities of over 
20,000 inhabitants) to the total is no more than 20 per cent, 
and, as a matter of fact, Japan has not as yet extricated 
herself from her time-honored position of being an agricul- 
tural country. It follows naturally, in such a state of affairs, 
that the peasantry shoulders, comparatively speaking, the 
largest burden of taxation. But the expanding tendency 
of the urban population has become more and more marked 
from year to year, especially since the Russo-Japanese War. 
This was by no means occasioned through economic causes 
alone; but, among others, one fact must be mentioned, 
which is that an increased burden of taxation can not but 
oppress, as it virtually does at present, the economic life of 
the small peasantry in the country. We must also admit, in 
conclusion, that war taxation, both at the time of and after 
the Russo-Japanese War, was instrumental, in a measure, 
in bringing on this important tendency. 


CHAD the LV. 
EFFECTS OF WAR TAXATION ON FINANCE 


Errects oF War Taxes ON StaTE FINANCE 


In the preceding pages we have pointed out how war taxes 
affect the livelihood of the nation by their influence upon the 
quantity and quality of production. Taxes and their effects 
exert a mutual influence upon each other in the endless chain 
of causality. National income is reduced, in the long run, 
by taxation, and thus the resouces of state and local finance 
are impaired. On the other hand, advances in prices, due 
to taxes on foodstuffs, clothing, and other articles of daily 
necessity, give rise to higher cost of production, to higher 
wages, and, consequently, to higher prices of general com- 
modities, which must, in their turn, affect public expenditure. 
Expansion in public expenditures, again, brings about a rise 
in general prices and in wages, and the higher cost of produc- 
tion thus occasioned influences unfavorably the development 
of national economy. ‘Thus, cause and effect act and react 
endlessly one upon the other. However, an isolated observa- 
tion on each indirect effect of an economic phenomenon is 
precluded; and here, as elsewhere, we have to restrict our 
attention to cases where the direct and plain effects upon 
public finance of war imposts are discernible. 

To go back to taxes at the time of the Restoration, we find 
them ‘generally very susceptible of evasion and lacking in 
elasticity, perhaps due to the inefficacy of state power as 
well as to the still undeveloped condition of our economic 
progress. Taxes, as a matter of fact, generally affected 
unfavorably the public finance; but then the amount levied 
for warlike purposes was only 3 per cent of the total revenue 
of taxation for the first period and no more than 16 per cent 
for the second. So evidently their effects were far from 
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being conspicuous. Since the third period—the Sino-Japa- 
nese War—war taxes have shown material increases, their 
total average between 1893 and 1903 (fiscal) constituting 46 
per cent, or approximately half of the total revenue of taxa- 
tion, until it attained, after 1903, that is, after the memorable 
war with Russia, 65 per cent of the entire tax revenue. Just 
as war and military expenses represent the greater share of 
public expenditures, so war taxes constitute the main part 
of the state revenue, and the question of the financial effect 
of taxes becomes a question of how far war taxes affect the 
public finance of the nation. Now, the problem before us is 
whether those enormous war taxes could raise sufficient 
proceeds to meet the large amount estimated necessary for 
war purposes, and whether the revenue accrued from war 
imposts is able to meet the elastic exigencies of national 
finance. .For the present purpose we have to leave outside 
our comment those increased levies imposed to provide for 
the post-bellum measures after the war with China, for they 
were not introduced to defray direct war or military ex- 
penses; though they are, of course, war taxes in the wider 
sense. The taxes levied since the time of the Boxer Uprising 
had, in the main, no evil influence upon public finance. 
The excises and the customs duties, introduced or increased 
at the time of the Boxer Trouble, despite the fact that their 
actual proceeds of 16,000,000 yen for 1902 (fiscal) came rather 
short of the anticipated revenue of over 21,000,000 yen, 
could fulfil their main object of paying off the war expenses 
and replenishing the fund intended to defray them. The 
enormous increases of taxes at the time of the Russo-Japa- 
nese War accomplished more than was anticipated, having 
brought forth, as was mentioned in Part I, an excess of 
26,000,000 yen over the estimated revenue. 

For a clear comprehension of the financial aspects of the 
great emergency increases of war taxes, the reader is referred 
to the official returns, drawn up by the Finance Department, 
pertaining to the actual conditions of tax revenues for 1904-6 
(fiscal), with special reference to the more important items 
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of war taxation. In spite of the immense increases of the 
assessment by the emergency special taxation measure, the 
fact can not be lost sight of that fairly favorable results are 
found in the official report. For instance, the ratio of the 
amount of the land and four other taxes, duly paid into the 
national or local treasury, within the prescribed term, was 
93-8 per cent in 1903 (fiscal,) 94.5 per cent in 1904, 95.2 per 
cent in 1905, and 95.3 per cent in 1906. The details are 
shown below: 


REVENUE FROM WAR TAXES, 1903-1907 














Fiscal year 1903-4 1904-5 1905-6 1906-7 

Per cent Per cent Per cent Per cent 
DAT LaKe see eeive nee 93.6 95.0 96.1 96.1 
sneomertaxicceies eae: s 87.2 90.8 88.9 87.7 
Business taxi. -25.4265. 82.0 94.4 86.7 84.7 
DAKE LAN Sees. Ree ete 96.0 97.1 98.3 99.1 
OVeta se boo rene we 97.1 97-9 97.5 98.5 
AWwerges en fats 93.8 94.5 95.2 95-3 














Further, the ratio that the actual payment bore to the 
total assessment of taxation was 99.67 per cent in 1904, 99.76 
per cent in 1905, and 99.81 per cent in 1906, as indicated in 
the following table: 


RATIO OF WAR TAX REVENUE TO TOTAL ASSESSMENT 








Fiscal year Assessment Revenue Ratio 

Yen Yen Per cent 
TQOA Ste aks) iota 206,213,007 205,549,575 99.67 
TOOS—Onre shin ete telat 282,194,951 281,542,924 99.76 
TOOGH7 2. «, ssp ei ees 318,260,229 317,671,048 99.81 





The amount of loss to the Treasury and the outstanding 
tax revenue for each fiscal year is contrasted as follows: 
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OUTSTANDING TAXES AND Loss TO THE TREASURY 











: Outstanding 
Fiscal year Loss taht Total 
Yen Yen Yen 
TROOZ =A ike cera tactore os 415,407 588,025 1,003,432 
TOQOA=5 iyo spas cine oi 386,463 276,458 662,921 
TOOS On celeste © sine 313,914 338,112 652,026 
TQOO=7. einer 269,575 319,605 589,180 





Thus, the amount of loss to the Treasury through failure 
to pay the taxes decreased, as contrasted with the previous 
year, by 30,000 yen for the fiscal year 1904-5, 70,000 yen 
for 1905-6, and 50,000 yen for 1906-7. The outstanding 
receipt appear to tend slightly upward, though they are less 
proportionally when compared with the increase of taxation. 
This holds true especially as to the fiscal year 1906-7. 

As to the recovery of taxes in arrears the amount shows a 
slight increase from year to year, leaving out of account, of 
course, arrears carried forward from the preceding fiscal 
year, that is, taking into consideration only the amount 
assessed in the same fiscal year. This increase is an inevi- 
table consequence of increased taxation; but when scruti- 
nized more closely, considering the weight of the additional 
burden, the arrears are rather small in number. The num- 
ber of defaulters, to whom notices were issued, was put at 
560,000 in 1904-5, an increase of about 1o percent over the 
previous year, and 600,000 in 1905-6, an increase of 7 per 
cent. The number of those whose property was attached 
stood at 50,000 in 1904-5, a 20 per cent increase over the 
preceding year, and 60,000 in 1905-6, about 13 per cent above 
the figure for the foregoing year. 'The number of defaulters 
subject to final judicial disposition was placed at 8,000 in 
1904-5, an increase of only 2.6 per cent, and 11,000 in 1905-6, 
an increase of 28 per cent over the previous year. Again, 
the number of defaulters causing loss to the Treasury, was 
placed at 9,000 in 1904-5, just 8.5 per cent above the figure 
for the preceding year, and 11,000 in 1905-6, an increase of 
approximately 15.3 per cent. Thus, it is seen that notices 
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issued for payment and attachments on property increased 
in a smaller proportion in 1905-6 than in 1904~-s, although 
the judicial dispositions carried out and the losses that ensued 
advanced in a reverse direction, the ratio of increase over the 
previous year being greater in 1905-6 than in 1904-5. This 
is due to the fact that in ro04~-s, a year of actual warfare, 
the taxpayers made much of their duties and refrained from 
causing arrears, whereas in 1905-6 the second emergency 
increase imposed on them a rather extortionate burden. 
The amount of taxes in arrears, however, did not keep pace 
with the number of taxpayers, because the amount of the 
sake tax subjected to the dispositions showed a marked 
decrease. Therefore, if the sake tax is excepted, the amount 
of arrears is in equal proportion to the number of defaulting 
payers. Thus, it may be seen that, whereas the amount 
subjected to issue of notices and attachment of property 
multiplied itself from year to year, the amount subjected 
to final judicial disposition or causing an ultimate loss to the 
Treasury increased with less rapidity, as indicated in the 


following table: 
‘ 











Fiscal year Subjected to final Causing loss to 
disposition the Treasury 
Yen Yen 
EQOS's ieays fevers tia beter 12,700 71,900 
BOOB sos accnsehc cy sree coasac tay 16,800 . 42,900 
POOR Seite renters rarer: 32,300 72,500 





Thus, the loss to the Treasury, through non-payment of 
taxes, increased in 1905-6 by only a few hundred yen, as 
against the corresponding sum in 1903-4. 

Such was the state of affairs at the time the Emergency 
Special Tax Law was enacted, and from the above statement 
on the revenue from general taxes we may safely conjecture 
that those emergency taxes did not exert an evil effect in 
any considerable degree upon the state finance of this country. 


1Cf, table no. 1x, Appendix A, post, pp. 201-2. 
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Proceeding to a consideration of the methods and the 
incidental expenses attending the collection of these taxes, 
it is noted that at the time of introducing the increased 
tariffs the government did not establish a special office of 
tax collector, bringing to the work as a rule, the existing 
officials, and therefore did not have recourse to any reinforce- 
ment of the staff. Neither did the government increase the 
number of the personnel for putting the new taxes into oper- 
ation, except where the business of collection, inspection, 
supervision, and other similar duties, requiring authority 
directly and externally, made an addition of the staff 
indispensable. On the contrary, internal affairs were en- 
trusted, as far as possible, to the existing officials. In 
connection with the enactment of the emergency increase, 
the following personnel was added to the government staff: 
Three engineers of the Revenue Superintending Bureau, 51 
clerks and 28 assistant engineers of the same bureau; 998 
clerks of the Taxation Office, 104 assistant engineers of the 
same office, 24 assistant revenue secretaries, 11 customs. 
inspectors, 16 assistant customs surveyors, and 55 land 
waiters, making an aggregate of 1290 persons. These were 
apportioned as follows: 136 for the woolen fabric excise, 6 
for the export duty of Okinawa Prefecture, 21 for the sugar 
excise, 32 for import duties, 1,029 for the textile-fabric 
excise, and 66 for the succession tax. 

So much for the agents created for the purpose of carrying 
out the increased tax program. The incidental expenses. 
were all disbursed out of the emergency appropriations, which 
were grouped into three main items: Expenses of revenue: 
superintendence, expenses relating to internal taxes, and 
expenses relating to customs duties. The expenditures. 
classified and apportioned according to each kind of special 
tax, are as given below: 


EFFECTS ON FINANCE 


INCREASES IN EXPENDITURES FOR THE ENACTMENT OF THE EMERGENCY 
SPECIAL Tax Law (A) 














Items 


Expenses for revenue superintendence: 
Salaries and allowances. .....,........ 
Office expenses. . BE Eire ee 
Traveling expenses. PL nen he ete ese 
Miscellaneous allowances and expenses . 


Expenses for collection of internal taxes: 

Salaries and allowances............... 
Oliceexmen sed dA es wee ere bles. sored 
pra vel ne expenSesives« ¢4usmiowethete) os. obs 
Miscellaneous allowances and expenses . 
Sundry expenses for stamps, licenses, etc. 
Expenses for the register of names..... 
Expenses of investigating the succession 


Expenses for customs duties: 
salaries and allowances fcc 206d. ck 
Oiicoexpenses.¢ feckh oot ocr e 
Traveling expenses. . ; 
Miscellaneous allowances and expenses. . 


COLA ates Sone cae ae ate ee 





Snare tOnialee a, xii re eek cceat ston hese 





1904-5 


Yen 


2,760,000 
813,750 


1,735,500 
1,187,250 


6,496,500 


93,317,000 
27,030,540 
163,940,620 
97,528,000 


35,914,000 


417,730,160 





21,596,000 
4,182,000 
766,000 


33,156,500 
457,383,160 





6,612,500 





1905-6 


Yen 


5,048,000 
2,352,000 
2,576,500 
2,360,390 


12,309,890 


336,492,000 
68,188,000 
184,699,090 
100,910,000 
7,619,820 
104,830,000 
702,030 


803,440,940 


28,111,500 
3,701,000 
550,000 
10,681,000 


43,043,500 
858,794,330 





INCREASES IN EXPENDITURES FOR THE ENACTMENT OF THE EMERGENCY 
SPECIAL Tax Law (B) 








Fiscal year 





Income tax. 

Business tax.. 

Export duty o on sake for Okinawa _ 
Prefecture. AMG oe SPAT 

Petroleum excise. iin Ev a ens 

Snvariexcise tact y en reac s suites 

SPEKLIESEXCISC@ ae eine ae rea he 

STICCESSION Nt Ae ae icons aia ata nie ote es 


LOCAL at tne Ge ice Salome 








1904-5 1905-6 
Yen Yen 
74,084 104,830 
35,924 37,869 
36,224 38,244 

2,633 2,632 
4,342 iB 
14,811 15,251 
249,708 561,946 
Be ok 61,843 
417,730 822,615 
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The foregoing table indicates that the total collection ex- 
penses amounted to 457,383 yen in 1904-5 and 858,794 yen in 
1905-6. Contrasting this with the total revenue of the first 
and second emergency increases for 1906-—7—145,000,000 
yen—the collection expenses for which are assumed to be 
approximately the same as for the preceding fiscal year, we 
can put the ratio of expenses at about 57 sen per 100 yen 
of revenue. The ratio of collection expenses to the total 
revenue of taxation (except monopoly revenue) since 1891 
has ranged from 1.60 yen to 3 yen per 100 yen, and in view of 
this record the expenses incurred in collecting the emergency 
imposts may fairly be said to have been rather small— 
smaller in proportion than the collection expenses of taxes 
in general. 

Turning to the conditions of the tobacco and salt monopo- 
lies, equally favorable results are observed from year to year. 
In the first year of the introduction of the salt monopoly, 
the total revenue stood at 13,987,000 yen and the expenditure 
at 7,288,566 yen, giving a net profit of 6,723,091 yen, which 
was short of the estimate by 1,755,000 yen. In the second 
year (1906-7), the revenue amounted to 24,000,000 yen, 
the expenditure to 11,776,000 yen, and the profit to 12,340,- 
ooo yen, resulting in the far smaller shortage of 340,000 yen. 
As for the tobacco monopoly, the first.year of its enforce- 
ment realized a gross revenue of 45,430,000 yen, from which 
an expenditure of 17,975,680 yen being deducted, the net 
profit amounted to 27,462,000 yen. In the next fiscal year 
(1905-6), the revenue was 68,416,000 yen, the expenditure 
34,814,000 yen, and the profit 33,602,000 yen, and in the third 
year (1906-7), the revenue was 78,000,000 yen, the expend- 
iture 45,370,000 yen, and the profit 32,573,183 yen. The 
excess over the estimated surplus made a better showing in 
each successive year, as indicated below: 
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PROFIT OF ToBpAcco MONOPOLY, 1904-1907 











\ 


Profit 1904-5 1905-6 1906-7 
Bstimatedsmmnuc cies « 20,194,811 32,011,072 30,289,089 
Realteam ivan ck. s 27,462,007 33,602,057 32,573,183 


Balance. aoceexck | 7,267,196 1,590,985 2,284,094 


The above two monopolies were united, together with that 
of camphor, which was later adopted, under the control of 
the Monopoly Bureau. The profit and loss account of the 
bureau since the amalgamation of control is given below: 


PROFIT OF COMBINED SALT, TOBACCO AND CAMPHOR MONOPOLIES 











. Ratio to 

i , : Ratio to ; 

Fiscal year Revenue | Expenditure Profit eon expendi- 

ture 

Yen Yen Yen Per cent | Per cent 
1908-9..........- 124,377,081 | 62,957,932 | 61,419,149 | 49.4 97.6 
1909-10. .........| 123,089,983 | 64,640,600 | 58,449,382 i hess, 90.4 
EODO-TE M5. Ye, eis. 124,658,888 | 62,569,315 | 62,089,573 49.8 99.2 
IQII-I2..........] 123,819,847 | 60,483,748 | 63,336,099 51.2 104.7 
I9I2-I3..........| 129,216,214 | 63,200,695 | 66,015,518 51.1 104.5 


The increase of the net profit for years in succession is due 
to material advances made in salt and tobacco profit, espe- 
cially the latter. With such immense increases of the war 
imposts, the conditions of revenue were so favorable that 
we may fairly conclude that these levies did not exert any 
serious consequences upon Japan’s state finance. 


EFFeEcts oF WAR TaxEs ON LocAL FINANCE 


Thus far we have succinctly considered the effects of war 
taxes on state finance. Their effects on local finance remain 
to be studied, and, by way of introducing the problem, a few 
words about the history of Japanese local taxation will not be 
out of place. The distinction between national and local 
taxes was first introduced by a decree of September, 1876, fol- 
lowed by another in July, 1878, which drew up general regu- 
lations on local taxes, fixing their kinds and regulating the 
uses to which the money derived from them shouldbe put. 
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Things remained substantially the same, notwithstanding 
several subsequent amendments of the decree, until the Act 
of 1888, concerning the organization of cities, towns, and 
villages, was issued, by which the system of local self-govern- 
ment was introduced, the right of taxation recognized, and 
the kinds of local imposts fixed. The items of local taxation 
in 1890 were as follows: land rate, business rate, and income 
rate, all of which were levied as prefectural surtaxes; mis- 
cellaneous business rates and household rate, or house duty, 
which may be classed as prefectural independent taxes. 
Added to these are municipal taxes, which include the land 
rate and the income rate and are supplementary to the na- 
tional taxes. Then come the household rate, or house duty, 
the business rate, levied as surtaxes to prefectural taxes, 
agricultural land rate, and some others, including the sur- 
taxes to indirect taxes imposed as independent taxes. 

In 1896, to meet the financial exigencies after the war with 
China, the business tax, hitherto collected as a local impost, 
was transferred to the national Treasury, and some other 
moves in the direction of adjusting the tax system were 
effected. Thus, such national taxes as ship money, vehicle 
tax, confectionery tax, license taxes on horses and oxen, and 
business taxes on tobacco and barm, which could more advan- 
tageously be levied for local purposes, owing to the immense 
expense of collecting them, were transferred to the local 
treasury. Moreover, restrictions were made on different 
items of assessment of the business tax, dividing the sources 
of taxation between the national and local chests, thus pre- 
serving the financial resources of the locality. In 1899 an 
8 per cent increase of the land tax was introduced for a period 
of five years, in order to meet the large outlays involved in 
the post-bellum undertakings; but the assessment of a sup- 
plementary rate was precluded by Law No. 43, of 1899, 
which stipulated that no prefectural or communal taxes 
should be added to the tax on dwelling, cultivated, and other 
lands specially increased for the five fiscal years from 1899 
to 1904. As has repeatedly been mentioned, the Russo- 
Japanese War of 1904-5 occasioned heavy emergency in- 
creases of all national taxes, nearly doubling the rates of the 
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direct taxes on land, income, and business. The Emergency 
Special Tax Law, however, strictly prohibited any addition 
by the communal authorities to the increased direct taxes, 
while, on the other hand, the government began to adopt 
measures for economy of local expenditures and fixed a limit 
on the prefectural and communal surtaxes. The emergency 
increase taxation had to continue long after the cessation 
of hostilities, in order to meet the ordinary expenditures 
incidental to the immense increases in national loans and 
pensions caused by the great war, and consequently in 1908 
a special law pertaining to the restriction of local taxation was 
enacted. Again, in 1910, the original and the emergency 
rates were put together and made the fixed rates of the 
national taxes, on which the limits to the communal taxes 
were based. Thus, the law of 1908, pertaining to the restric- 
tion of local taxation, was amended and has since remained 
unchanged. Following in further detail is a comparison of 
the war imposts since the Russo-Japanese War and the limits 
to the communal taxation as contrasted in chronological 
order, instances of wider application being chosen, i.e. the 
land tax on upland fields, the business tax on sale of goods as 
assessed on the rent of the building used, and the income tax 
of the third kind as assessed on incomes of over 1,000 yen: 


COMPARISION OF WAR IMPOSTS AND LIMITS TO COMMUNAL TAXATION 











Land tax on 





Items upland fields Business tax Income tax 
Originalnationalrates*| 2.05 of assessed value .04 of rent of building | 1.05 of income 
(1,000 yen) 


Limits to the local tax- 
ation by the Emer- 
gency Law, 1904»... .50 (prefectural) .30 (prefectural and .30 (prefecturaland 

.30 (communal) communal) communal) 


Limits to the local tax- 
ation by the Law of 














BGO crevice, Veiatsiser, ¢ .60 (prefectural) .25 (prefectural) ».10 (prefectural) 
.40 (communal) -35 (communal) .35 (communal) 
Total original 
PARCOS ois ware aya 05 6,04 B75 
New nationalrates....| 4.07 of assessed value . 09 of rent of building 1.05 of income 
New limits to the local 
taxation by the Law 
CGLETOUGs yan a oh. Pole > .32 (prefectural) .I1 (prefectural) .04 (prefectural) 
. 21 (communal) .I5 (communal) 5 (communal) 
Total new rates. .| 8.91 of assessed value| 11.34 of rent of building | 8.85 of income 








8 In case of emergency or of extraordinary necessity, the local authorities are permitted to impose 
12 per cent of the original national rates in excess of the above limits. ; AG 

b The limits to local taxation in this table are all designated in rates proportional to the original 
national taxes. [The term ‘‘communal”’ when used in contrast with “‘prefectural’’ must be under- 
stood as referring to cities, towns, and villages.—TRANSLATOR.] 
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Such is the brief history of Japanese local taxation. A 
cursory comparison with the history of the Japanese war 
taxes mentioned in Part I of the present treatise will show 
that not until the Russo-Japanese War had the war imposts 
produced any noteworthy effect on local finance. The only 
war taxes for the first period—the assessment on each clan 
and the tax on hereditary stipends—were levied when as yet 
no line marked the distinction between central and local 
finances. Those for the second period were most of them 
indirect taxes and did not exert any considerable influence 
on local finance. For the third period, i.e. after the war 
with China, such direct taxes as those on land, business, and 
income were either introduced or increased; but in spite of 
evidence to the contrary, their effects were negligible, 
because the government restricted the rates of the supple- 
mentary local taxes and otherwise endeavored to minimize 
their local effect by adjusting the tax system. It is there- 
fore only since the Russo-Japanese War that war taxation 
began to affect the local finance to any considerable extent, 
and the most conspicuous effect was no doubt due to the war 
imposts at the time of the great war. As had been mentioned 
above, the government, in introducing the emergency 
increase of national taxes, sought for economy in local 
expenditures, putting firm restrictions on prefectural and 
communal surtaxes. Thus, to reduce the land surtax by 
about 10,000,000 yen, the government fixed a maximum to 
the rates of the local surtax on land at 50 per cent of the land 
tax for prefectures and at 30 per cent for smaller communities 
except in cases of emergency and for purposes of redeeming 
loans. Further, no surtax on the business and income 
taxes should exceed 30 per cent of the original rate, and all 
additional rates on the taxes on land, business, and income 
subject to the emergency increase were absolutely prohibited 
to local communities. As a consequence, the entire amount 
of local taxes, which stood at approximately 110,000,000 
yen in 1903, prior tothe Russo-Japanese War, was reduced to 
88,000,000 yen in 1904 and 93,000,000 yen in 1905, as follows: 
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Thus, the fact can not be lost sight of that for all increases 
or introductions of war levies which led to material advances 
in the revenue of national taxation, and naturally added 
much to the increase of expenditures, the proceeds of local 
taxation showed a reverse tendency. A comparison of the 
revenues of national and local taxation, before and after the 
immense increases at the time of the Russo-Japanese War, 
will not fail to reveal the marked contrast, as follows: 


COMPARISON OF THE REVENUE FROM TAXATION OF YEARS 1903-1904 
AND 1904-1905 





Fiscal National Prefectural | Communal Total 
year taxes taxes taxes = 
Yen Yen Yen Yen 
1903-4. ..22 eee eee 61,731,523 24,777,736 24,235,473 | 110,744,732 
TOOATS «stoic erarcheye sepia erate 90,574,991 18,857,994 16,739,214 | 126,172,199 


Increase or decrease* |+-28,843,468 | —5,919,742 | —7,496,259 |+15,427,467 





8 Amount of increase per household, 1.768; amount of increase per capita, .317. 


COMPARISON OF THE REVENUE FROM TAXATION OF YEARS 1903-1904 
and 1905-1906 











Fiscal National Prefectural | Communal Total 
year taxes taxes taxes 2 
Yen — Yen Yen is Yen 
TQO3-4. ee cece eens 61,731,523 | 24,777,736 | 24,235,473 | 110,744,732 
MOOS SOW eee cette re, an,cs) eas 125,537,950 16,902,187 16,194,098 | 158,634,241 


Increase or decrease* |-++ 63,806,433 | —7,875,549 —8,041,375 +47,889,509 


a Amount of increase per household, 5.480; . mount of increase per capita, .983. 


CHAPTER V 
CONCLUSION 


A few words of summary by way of concluding the present 
treatise may not be amiss. War imposts connected with 
both civil strifes and larger wars have shown heavy increases 
yearly, until at the present time they represent 65 per cent 
of the entire revenue from taxation. As regards the relation- 
ship between direct and indirect taxation, we have noted that 
during the first period the direct tax was dominant and 
during the second and third periods the indirect tax was 
dominant, whereas during the fourth period both direct and 
indirect taxes were levied, although the former constituted 
but 34 per cent of the whole, the latter comprising much the 
larger part and naturally exerting considerable influence on 
national economy and finance. How is this diversity in 
distribution of public burden to be explained? 

Looking back to the time of the Restoration, we notice 
that unity of political power, though virtually restored by 
the Tokugawa shogunate, was then still little more than a 
nominal expression. Financial powers were _ practically 
wielded by the local clans, who maintained their economic 
and financial independence throughout all their straitened 
_ circumstances, which even surpassed the Meiji Government 
in point of indigence. The people of the Kwanto district in 
particular, who had been serving the shogunate for so long 
a period, knew nothing of the new government and refused to 
render any service save to the shogunate. Even the revenue 
accruing from the domain once under the direct control of the 
shogunate (‘‘Tenryo’’) was denied to the new government, 
which was therefore compelled to have recourse to the loans 
of millionaires and to the issue of inconvertible paper money 
in order to raise war funds. What made the authorities 
refrain from increasing the land tax at the beginning of the 
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new reign was the fear that such a measure might lead the 
peasantry to harbor antipathy for the Meiji Government, as 
the farming classes were far superior in strength to all others 
under the then existing social conditions. And herein lies 
the real reason that part of the war expenses for the Restora- 
tion period were raised by taxing the hereditary stipend of 
the nobles and samuraz and their feudal dependents in the 
clans of the Kwansai district, which aided in establishing the 
Meiji Government. Thus, it comes about that the war 
imposts of the first period consisted chiefly of direct taxes. 

Once through the Satsuma Rebellion, the state power 
gradually began to expand, while, on the other hand, the 
economic unit was just passing from the stage of municipal 
or local economy to that of national economy, and conse- 
quently the commercial and industrial classes began to hold 
up their heads beside the peasantry. Although order was 
restored after a long period of civil strife, there was yet fear 
of giving rise to discontent among the peasantry if the new 
government unwisely defrayed the cost of armaments by 
increasing direct taxes, especially on land. The line of least 
resistance was thereupon followed, and the plan of levying 
such indirect taxes as on sake and soy was decided upon. 
This is why the war imposts for the second period all con- 
sisted of indirect taxes, and up to the close of this period the 
underlying principle of the Japanese system of taxation was 
one of lightening the burden of the land tax, because the 
government had to reckon with the superior strength of the 
peasantry. 

The state power increased in great measure through the 
Sino-Japanese War, and national economy began to develop 
by degrees, the commercial and industrial classes attaining | 
an important position, socially as well as economically. By 
the side of the farming classes, superior in political powers, 
because the land tax constituted the main part of the public 
revenue, now rose the artisans and the trading classes, who 
demanded their due participation in the enjoyment of 
political rights. It was perhaps with the object of conferring 
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the right of election on merchants and artisans that the 
business tax was put on a national instead of a local basis 
immediately after the war with China. That the war taxes 
at the time of the Boxer Uprising were all collected in the 
shape of excises, independent of direct interests to either the 
peasantry or the traders and artisans, was of course partly 
due to the development of national economy capable of 
bearing the burden, but no less as a result of the contention 
between the opposing classes—the peasantry on the one 
hand, and the commercial and industrial classes on the other. 

At about the time of the Russo-Japanese War, with the 
ever-increasing influence of capital in national affairs, the 
political and economic frictions between the two contending 
classes mentioned above were brought to light. The. dis- 
turbance created in 1903 by the increased tax continuation 
problem was one out of many similar instances. Another 
cause of friction was the question of the import duty on rice 
directly after the war with Russia. Although at the present 
time the Japanese farming classes are intent upon maintain- 
ing their position of social and political supremacy, the 
natural course of affairs seems to have taken a different turn, 
and socially as well as economically the trading and industrial 
classes are gradually taking the place hitherto occupied by 
the peasantry. The Diet also has high hopes of becoming 
representative of capital in the near future. A cursory 
perusal of the list of members of the House of Representa- 
tives will indicate that if they are classified by occupations, 
between the first and eleventh general elections, the number 
of agriculturists returned shifted from 129 to 80, while the 
members engaged in mining and industry increased from 3 to 
13 and those in banking and trading from 11 to 72. In 
other words, the number of farming representatives resulted 
in a reduction of 38 per cent, whereas the trading and indus- 
trial members advanced between 433 and 655 percent. 
Does not this speak forcibly for the steadily increasing 
supremacy of artisans and traders in all spheres of political 
and economic activities? However, the declining influence 
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of the peasantry does not yet fall below that of the other 
classes, against which the former is yet in a position to defend 
or demand its own interests as long as'the present social and 
political conditions last, the agricultural representatives 
still boasting a majority by a little more than 80 members. 
Turning to the political status of the Japanese laboring 
classes, one shrinks from considering them; terming the 
organization of laborers a ‘‘social’’ class is a mere travesty, 
so much more is it a political force. One may fairly surmise 
-that this is why the first and second emergency imposts, 
increased after the Russo-Japanese War, consisted in greater 
part of indirect taxes, which are not partial to the interests 
of the landowners or of the trading and industrial classes. 
In view of the above facts, we note that the Japanese war 
taxes on the one hand accompanied the development of 
state power, while on the other they were subject to influences 
exerted by the progress of national economy, undergoing 
various vicissitudes of fortune as one social class after 
another became dominant. They furnished the vista of 
light and shade, for, as has been repeatedly stated, wars and 
the expansion of armaments invariably brought periods of 
fiscal enlargement in their train, although restrictions were 
duly made on local finance. Economically speaking, pro- 
duction was not affected by war taxes to any great extent, 
perhaps due to the efficiency of national productivity, though 
in point of distribution the livelihood of small-income 
earners—small peasantry and laborers in particular—was 
appreciably impaired. The fact can not be lost sight of 
that the Japanese landowning, trading, and industrial 
classes shoulder a rather light burden of war taxation, at the 
same time deriving benefits from interest on war loans in 
which they have invested. On the other hand, those small 
income earners are bearing a burden of war levies heavier 
than is suited to their backs, over and above the duty to 
serve with the colors. No accurate figures are as yet 
available; but there is ample proof that each civil strife or 
war in the history of modern Japan, while enabling a few 
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millionaires to accumulate immense wealth, has brought 
about a far greater increase of the ‘‘proletariat.’’ Who can 
assert that this lamentable tendency has not been furthered 
by war taxation? 
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Year 


1898-9..... 


IQII-I2.... 
IQ12-13... 





Quantity 


Koku 
84,000 
648,000 
2,151,000 
168,000 
8,000 
4,000 
4,000 


50,000 
79,000 
22,000 
3,000 
2,000 
118,000 
4,000 
28,000 
5,000 
20,000 
1,838,000 
671,000 
330,000 
560,000 
1,322,000 
671,000 
745,000 
2,520,000 
4,678,000 
660,000 
1,372,000 
1,245,000 
1,804,000 
4,865,000 
5,892,000 
4,638,000 


2,440,000 
2,708,000 
1,941,000 
1,325,000 

918,000 
I,719,000 























STATISTICAL TABLES IQI 
No. IV.—IMPORTATION AND PRICE OF RICE* 
. . Differ- 
mporte 
= Market between Domestic 
price of | pricesof | Import | production 
Rtcrre domestic, |imported duty in preceding 
; per koku d year 
Value price oe 
per koku domestic, 
per koku 
Yen Yen Yen Yen Yen Koku 
436,000 5.18 6.37 i. 20 Free Si 
4,432,000 6.85 8.80 1.95 s j 
14,598,000 6.79 8.90 2.5L oe 
1,260,000 7.50 5.51 I.99 a 
Siete ates 3.40 tate * 
30,000 3-75 4.54 0.79 
24,000 6.00 6.96 0.96 = 
22,000 5.50 6.87 T.37, “ 
ee eee 4.88 rie af wy 
Set Sy ufosee oe 27,744,000 
Pere Sire 6.04 eae % 26,596,000 
248,000 4.96 7.88 2hO2 ‘i 25,283,000 
434,000 5.50 9.53 4.03 f 32,419,000 
135,000 6.17 10.50 4-33 31,359,000 
20,000 6.67 8.86 2.19 s 29,971,000 
elas aeccte 6.45 are i 30,692,000 
12,000 6.00 5.29 0.71 fe 30,671,000 
674,000 6.47: 6.75 0.28 a 26,350,000 
19,000 4.75 Seu) 0.97 a4 34,158,000 
192,000 4.61 5.06 0.45 xe 37,191,000 
22,000 4.40 4.98 0.58 ¥ 39,999,000 
137,000 6.85 6.08 0.77 E 38,646,000 
12,303,000 5.06 8.96 3.90 oa 33,008,000 
3,908,000 Roe, TOT 1.25 a 34,038,000 
2,503,000 7.58 7.34 0.24 c 38,124,000 
3,255,000 5.81 7.41 1.60 - 41,379,000 
8,413,000 6.36 8.81 2.45 ey 37,200,000 
4,357,000 6.47 8.88 2.41 ‘. 41,866,000 
5,062,000 7.01 90.53 I.92 hs 39,921,000 
21,528,000 8.25 11.87 3.62 *h 36,200,000 
48,220,000 I0.31 14.72 4.41 oe 33,039,000 
5,960,000 9.03 10.03 I.00 us 47,388,000 
9,022,000 6.58 I1l.97 5.39 ~ 39,698,000 
11,879,000 9.54 12.29 2.75 r 41,466,000 
17,751,000 9.86 12.65 J70) * 46,914,000 
51,960,000 10.68 14.44 i270 oa 36,932,000 
59,792,000 10.15 13.20 3.05 ss 46,473,000 
47,981,000 10. 26 12.84 2.58 1.6 per 51,430,000 
100 kin 
26,172,000 10.73 14.69 3.96 TOW 38,173,000 
30,931,000 II.45 16.43 4.98 60 o 46,303,000 
22,689,000 £T. TO: I5.74 4.04 £6) ss 49,052,000 
13,586,000 10.25 13.18 2.93 TOl ee 51,394,000 
8,644,000 9.42 rane 3.85 ¥ 60S 52,438,000 
17,721,000 £0.37 17.28 6.97 2.50" 46,633.000 
7,965,000 I2.36 19.62 7.26 2.50°° 51,638,000 


645,000 














8 Prepared by the Toyo-keizai-shimpo-sha. 


b From January to May. . 
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APPENDIX A 


No. V.—STATISTICS CONCERNING THE BOURSES # 
A.—Rates of dividend of the bourses, 1901-1905” 








Name of bourse or exchange 





Tokyo. Rice oscars cht tee 
Tokyo Stocks... e emcee 
Tokyo Merchandise........... 
Osaka Dojima Rice........... 
Osaka Stocker nisi errs 
Osaka: Sampine pancecc cour aon 
Osaka Oilyiencd muck ee tee, c 
OsakaySugaraamsen meee eee 
Yokohama Silk and others..... 
Yokohama Stock and Rice..... 


Kobe Silk and others. ......... 
Kobe Merchandise............ 


Kobe Rice, Stock and others... 
INA OvanRICe ates © Gilat mises 
Nagoya Stock inen es cece ac 
Nagoya Silk and Cotton....... 
Otaru Rice, Stock and others. . . 
DEUCAI RACES. 7,45 otc. setae ters 


Niigata Rice and Stock........ 
Niigata Merchandise.......... 
Tokushima Rice and Stock.... 
Okayama Rice and Stock...... 
OiCaMRICe RAN aaah ek eine ane 
Shimonoseki Rice............. 
Wakayama Rice.............. 


Matsuyama Rice and Stock.... 
KumamotouRice sania seem oe oe: 





I9OI 


Per cent 


I. 
No divi- 
dend 
No divi- 

dend 
No divi- 
dend 
0.85 
1.35 
0.80 
No divi- 
dend 
1.75 


0.70 


3-50 
O13 
0.80 
alo) 
0.80 
2.50 
120 





1902 


Per cent 


I) 
_ 
° 


0.75, 
No divi- 
dend 
Closed 


No divi- 
dend 
1.25 
1.29 
0.76 

Closed 


3-59 
0.32 


0.98 
Closed 
0.38 
0.35 
0.19 
1.60 
0.27 





, 


1903 


Per cent 
33 
.29 
“45 
0) 
.05 
+35 
-75 
Closed 
1.00 
0.30 


Closed 


No divi- 
dend 
1.30 
1.30 
0.54 

Closed 


OH HRHOHDN 


No divi- 
dend 
0.50 


L7O 
Closed 
Closed 

1.00 

0.80 


1.35 
0.25 


0.72 





1904 


Per cent 
2.16 


No divi- 
dend- 
1.25 
TO 
0.60 

Closed 


No divi- 
dend 
No divi- 
dend 
1.10 
Closed 
Closed 


0.74 
Closed 
1.23 
No divi- 
dend 


0.55 
0.30 








a Prepared by the Commission of Inquiry into the Tax Laws (Zeiho-Shinsakai). 


1905 





Per cent 
1.88 
2.15 
OL zr 
T.45 

.58 

.20 

.70 

sed 

70 

0.80 


Closed 


No divi- 
dend 
1.30 
1.40 


0.90 
Closed 
No divi- 


dend 
0.20 


.S 


I 
I 
O 
1 

oO 


1.30 
Closed 
Closed 
0.90 
Closed 
1.05 
0.25 


0.55 
O555 


b Average (1900-4): 1900, 1.81; I90I, I.14; 1902, 0.89; 1903, 0.90; 1904, 0.78. 
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No. V.—StTATISTICS CONCERNING THE BourRsES—Continued 
B.—Fees and other accounts of the bourses 
. Negotiable 
Items Merchandise Si poicepanelys Total 
Amount of feesreceived Yen Yen Yen 
EQOS sie ls swe ee x 1,334,291 506,362 1,840,653 
1904. tees 1,125,427 5935325 1,718,753 
OOS Sores « tohies cee 1,495,346 1,558,473 3,053,820 
WAVELASEs . ....5. be << 1,318,355 886,054 2,204,408 
Amount of contracts 
transacted 
TOQOS sarc ete hae ter 1,030,809,597 291,823,895 1,322,633,493 
TOOAOE se eo ew eee 703,808,269 268,942,278 972,750,547 
IQO05..--.----- eee 784,395,719 1,137,974,487 1,922,370,207 
PA VETAUE. £ Acc eens 3 839,671,195 566,246,887 1,405,918,082 
Distribution of fees* 
(LaxeS eh. fete nae 941,275 1,365,569 2,306,844 
Reserve fund....... 74,148 61,890 136,038 
Neteprofiites st: aa52 257,776 73,946 aat722 
Other expenses...... 222,147 57,068 279,215 
Sundry receipts exclu- 
sive of fees* 
Interest on deposits . 188,746 29,078 217,824 
Interest on instru- 
MENTS Sc. cies wah 107,298 107,298 
Rent of lands and 
warehouses..... 21,601 21,601 
Interest on public 
foatisa yy. o-oa-e 2 6,936 6,936 
Fees on renewal of 
share certificates 
and others...... 129,677 13,628 143,305 
Interest on loans.... si bee 116,865 116,865 








a According to the investigation of 1905. 


C.—A mount of tax paid by bourses, 1899-1906 


se Se ee eee eee 
SSS ee eee ————————————————————EEEEEEEe 














Merchandise Negotiable instruments |Nationalloans| Local loans 
SS Val f Val f V; if Val £5 
Jalue o alue o alue o alue o ax 
contracts Tax contracts Tax contracts contracts 
Yen Yen Ven Yen Yen |Yen Yen |Yen 
1899-1900 |1,191,821,516 715,003 | 769,848,262 461,908 | 14,361 4 | 117,360 =. 
IQ00-190I |1,463,846,008 878,267 516,768,038 310,102 18,104 9 26,105 
IQOI-1902 |1,019,616,044 611,769 366,407,375 219,809 | 41,018 | 12 164 
1902-1903 |1,098,626,480 659,176 282,207,402 172,924 LOLA; |) hr 390 
1903-1904 |1,205,057,781 | 723,034 | 324,524,052 104,714 | 5,565 | -- 186 
1904-1905 | 653,749,539 | 599,960 | 297,071,087 280,304 2,707 | -- a 
1905-1906 | 820,446,660 984,536 |1,818,062,665 | 1,418,355 | 16,096 8 


es ee 
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198 APPENDIX A 


No. VII.—RETURNS ON ANTICIPATORY IMPORTATION OF PRINCIPAL 
COMMODITIES 1903-1906 # 


n 


Commodities 1905-6 1904-5 1903-4 

Implements and tools of farmers, Yen Yen Yen 

mechanics, and cutlery makers ... 708,288 355,022 319,811 
Musical and physical instruments... . 384,717 247,185 272.322 
Electric light apparatus and fire 

engines. . 1,215,472 614,202 694,087 
Photographic instrumentsand fittings 688,566 * 424,121 498,754 
Wheat and wheat flour............. 13,963,459 11,162,170 | 15,492,258 
Carbolic acid and antipyrin......... 705,331 344,913 303,178 
RiGee. gp atte nee oe or ae 47,981,265 59,791,910 | 51,960,272 
Cotton seeds and sesame. : 1,841,859 1,254,660 1,202,130 
Hides or skins of bulls, oxen, cows, 

andybuflaloesicscmn nie tr 2,077,996 2,319,226 825,814 
Brass tubes and pipes.............. 416,734 169,858 1575334 
Copper tubes and pipes............. 571,818 284,774 245,957 
Petrolotim. eee eee ee eee 12,061,261 18,201,489 11,455,096 
Linseed oil and machine oil......... 970,703 572,755 683,542 
Sugar etre aon eee ie ee heen ccna 13,046,772 18,031,922 14,817,125 
Cotton thread saa acer wea roe 628,703 476,674 325,356 
Coke. ee en 728,283 192,539 79,136 
Bicycles ‘and. parts ‘thereof. ...... oe 1,364,383 953,199 972,972 
Glue wees ire steer ee tee eae 340,179 217,080 154,083 
Laundry soaps: .-!vesceess vee ess: Se 134,270 69,796 85,051 








a Prepared by the Toyo-keizai-shimpo-sha. 
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RECENT PROBLEMS RELATING TO INDIRECT 
feo ClALLY HXACISES 


GENERAL REMARKS 


As the foregoing investigation shows, the war imposts in 
Japan consist chiefly of indirect taxes, especially excises. 
In the present condition, the excises form an integral part 
of the Japanese tax system. Closer examination of their 
genesis and development, however, brings to light the fact 
that most of them were established and have been retained 
down to the present time for the purpose of war and arma- 
ment. Such being the case, it is not an exaggeration to 
assert that the problem whether or not to abolish excises, 
is not less important than the problem whether or not to 
abolish war taxes. In the investigation proper, my endea- 
vor was mainly to elucidate the facts concerning the histori- 
cal and statistical development of war imposts and their 
effects upon national economy and finance. In this appen- 
dix, we shall turn our attention to the contemporary cur- 
rents of thought and examine the opinions of contemporary 
statesmen and theorists respecting the aforesaid facts; but 
because of the limited space allowed for this theme, all I 
can do is to outline general features, leaving the detailed 
points out of consideration. As I stated in the investiga- 
tion proper, the total of the war taxes in this country at the 
present time amounts to 180,034,154 yen, of which 34 per 
cent is the proceeds of direct taxes and the remaining 66 
per cent the proceeds-of indirect taxes. As to the effect 
of war taxation upon the national economy and finance, it 
is the latter group of levies that played the more important 
role. I also noted the fact, in the preceding research, that 
while the financial effects of war taxation resulted in the 
expansion of the national and the restriction of the local 
finances, its economic effects were the oppression of small- 
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income-earning classes, such as small peasants and laborers, 
and the unfair distribution of the national income. It will 
not be a difficult thing to see that this is a description of actu- 
alities which lie in the objective region of facts, without any 
subjective coloring of prejudice or bias. Now, what I want 
to depict in the following pages are the attitudes and opin- 
ions of the statesmen and scholars in Japan toward these 
facts; namely, in spite of their recognition of this deplor- 
able state of things, do they intend to leave it alone as a 
necessary evil, in consideration of the unfavorable economic, 
financial, and other situation of the country, or do they 
take the opposite view and assert the necessity of the reform 
and readjustment of the taxes in question, and, if so, what 
are their leading principles and what measures do they rec- 
ommend? To describe these currents of thought more fully 
will be my task in the ensuing pages. 


EXCISE PROBLEM IN THE IMPERIAL DIET 


During the half century from the dawn of the Meiji Era 
down to the present day of Taisho, as I noted in the main 
part of the investigation, the introduction of new and the 
increase of old taxes have been repeated six times for the 
defraying of the expenditures of war and expenses of arma- 
ment, and all such measures were always attended with the 
establishment and extension of excises. Of the six cases, 
however, those we experienced prior to promulgation of the 
constitutional law of the Empire, in the twenty-third year 
of Meiji, are too insignificant with respect to their amount 
to supply the reader with a topic of general interest. Al- 
though those cases occurring after the Sino-Japanese War, 
especially the one at the time of the Boxer Uprising, pro- 
voked a hot discussion in the Parliament, still they failed 
to attract the attention of the public sufficiently to consti- 
tute a popular question.! It is only in relation to the taaiee 


‘In an article entitled “ Japanese System of Finance, especially of Taxation,’ 
which appeared in the January, 1908, number of the Japanese Economic re 
Professor Kambe published his opinion concerning the tax-system adjustment, 
in which he proposed the abolition of the textile excise, contrary to the views 
here stated. (Kambe, Financial Essay, pp. 389-410.) 
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repeated measure of emergency special taxation that they 
became the focus of controversies among the intellectuals 
and grew to be a general theme of public discussion. Numer- 
ous were the opinions published by official and unofficial 
persons at this juncture, containing various projects and 
criticisms (comparable to those that have been uttered on 
like occasions in occidental countries) concerning methods 
of raising means sufficient to defray the war expenditures; 
namely, which is the more reliable source to be depended 
upon—the proceeds from public loans or receipts from taxa- 
tion; and if the latter be preferable, which of the two is to 
play the more important réle—direct taxes or indirect ones? 
Yet, generally speaking, the original proposals of the author- 
ities were enforced under the spellbinding words kyokoku 
icchi (national solidarity) and were accepted by the general 
public as an inevitable sacrifice in the unprecedented 
emergency. 

In view of the general scheme of this treatise, it seems to 
me quite natural to begin with the examination of these 
opinions respecting the excise problem at that time. Unfor- 
tunately, however, we have scant sources of reliable informa- 
tion in this connection, partly because of the high-handed 
suppression of freedom of speech by the authorities in the 
strained circumstances of war time, partly because of the 
absence of saner reflection and cooler judgment on the part 
of the nation, fanatic under the chauvinistic slogan of ‘‘na- 
tional solidarity.’’ Under such conditions, therefore, the 
sources which I can use for this purpose are limited to the 
record of the Imperial Diet concerning the progress of the 
excise problem on the one hand and the opinions expressed 
in the most influential of non-official papers and journals on 
the other. From these documents, we know that most of 
the supporters of the increased tax bill approved it only as 
supplementary to. the revenue from the public loans raised 
to defray the war cost, and that even some of them went so 
far as to profess absolute opposition to measures for the 
increase of taxes (insisting upon adhesion to the public 
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loan policy). But as to the excises in particular, we have 
no knowledge of any opinions expressed worthy of our notice, 
except some articles in the Oriental Economic Journal, which 
declared against the levies in question.!. It was after the 
restoration of peace, when the continuation of the Emergency 
Special Tax Law and the subsequent attempt to increase 
excises became the subject of severe contention, that the 
excise problem awakened the interest of the nation at large 
and became the center of public controversy. So, in the 
present chapter the development of the excise problem after 
the Russo-Japanese War will be described in its general 
features, leaving out of account those prior to the emergency. 
The twenty-second session of the Imperial Diet, the first 
session since the restoration of peace, was convoked on 
December 2, 1905. The nation, anticipating an enormous 
expansion of the national finance, owing to the post-bellum 
arrangement, attentively watched the actions of both the 
government and the Diet, as seriously affecting the fortunes 
of the Empire. The cabinet at that time, with Marquis 
Kimimochi Saionji as its premier, was under the influence of 
the Seiyikai Party. The government, having decided to 
adhere to the schemes of the preceding cabinet en bloc with 
respect to the framing of the budget, submitted to the Legis- 
lature a project rendering war taxes permanent under the 
name of the Bill Relating to the Continuation of Emergency 
Special Taxes, together with proposals for establishing a 
sinking fund and issuing new loans. Despite the fact that 
the emergency taxes had been introduced in order to meet 
the war expenses at the time of the Russo-Japanese hostili- 
ties, and should have been abolished on the last day of the 
year following the restoration of peace, the authorities, who 
were compelled to seek resources of a permanent nature for 


1 Dr. Horie, in the chapters on taxation in his work Science of Finance (4th ed.), 
and Dr. Utsunomiya, in the first volume of his work Science of Finance, have 
noted their views upon the problem. Dr. Tajiri proposed the abolition of the 
salt monopoly in his Economic Essays (pp. 54-5), while Dr. Kudo explained the 
levying procedure of the existing excises in his instructive report at the tenth 
convention of the Society for Social Policy (November, 1915), under the title 
“Method of Assessment of Various Excises,’’ (Ninth volume of the publications 
of the Society). 
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defraying the increased ‘‘compulsory” expenses, such as the 
redemption and payment of interest on public loans, pen- 
sions, and annuities, endeavored to render the imposts in 
question permanent and to cover the expanded expenditures 
by the thereby increased revenue, amounting to 160,000,000 
yen. 

First, in order to get a glimpse of the general trend of 
public opinion, let us examine the attitude taken by the 
influential newspapers toward the question. The Tokyo 
Asahi advised postponing the presentation of the bill until 
the next session in order to permit an adequate investigation, 
for the reason that “‘such a hasty decision is unkind to the 
nation, even if the continuation of the war taxes be unavoid- 
able,’’ while the Nihon argued that “the thoughtless demand 
for the entire abolition of the war taxes is improvident at 
this juncture, when the exigency of the National Treasury 
calls for remedy from this direction.’’ The Mainichi 
declared its attitude toward the proposal as follows: “‘It 
was in anticipation of being able to command some other 
’ resources, in consequence of the victorious conclusion of the 
hostilities, that the government fixed the term of validity 
to the Emergency Special Tax Law. However, when the 
authorities failed to attain the desired object, they threw 
the burden of the war expenses on the shoulders of the nation. 
The government should apologize to the nation for this course 
of things. So, we recommend to the authorities to negoti- 
ate with the people concerning the measure to be adopted 
in the spirit of sincerity and thus endeavor to realize their 
demand of increased taxation.’’ Hence, we see that the 
opinions of the journalistic world were quite varied. 

In the committee of the House of Representatives we find 
distinct groups of opinions in respect to the project in ques- 
tion; the first disapproved the bill as a whole, the second 
demanded the repeal of the law on March 31, 1907, viz., the 
extension of the term of validity of the Emergency Special 
Tax Law for one additional year, while the third supported 
the government’s proposal without any alteration. In 

15 


210 APPENDIX B 


connection with the presentation of the bill, the government 
announced at a meeting of the committee that it intended 
to appoint a commission on tax-law inquiry and to carry 
out in two years the adjustment extending the entire scope 
of the tax law; and when a division was taken, the original 
bill passed the commission by a majority. At the regular 
sitting of February 8, a vote on the Sinking Fund Bill was 
followed by debate on the project under notice. The opposi- 
tion declared against the bill for the following three reasons: 
(1) to force the government to act upon its promise, (2) to 
induce the government to announce its sincerity to the na- 
tion, and (3) because of the absence of consistency in the 
Premier’s administrative policy; whereas the government 
party supported the proposal, contending that, as the author- 
ities proposed to reform the tax law in two years, appointing 
a commission on tax law inquiry, for this short period the 
public had strength enough to bear the burden resulting 
from the continuation of the war taxes. After the termina- 
tion of heated controversies the original bill was passed. 

On February 13 the same bill was sent to the House of © 
Peers. In the committee an amendment was moved that 
the law should be repealed on March 31, 1908, but this was 
defeated and the original bill was passed by a majority. 
At the regular sitting of March 23, some members opposed 
the bill on the ground that the continuation of the emergency 
special taxation was a violation of the promise on the part 
of the government. Others moved an amendment to con- 
tinue the law until March 31, 1908, and still another member 
supported the bill by alluding to the fact that “‘the continua- 
tion is inevitable under the present situation of the national 
finance.’”’ Upon division, the government’s scheme was 
finally approved by a great majority. 

In the manner above noted, emergency special taxes were 
made permanent; yet no small number of members of the 
House of Representatives, desiring the abolition of the salt 
monopoly, presented a bill at the twenty-third session of the 
Diet, summoned on December 25, 1906, abolishing the salt 
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monopoly. The bill, however, was rejected, and the only 
thing accomplished was the approval of a representation to 
the same end by a great majority. 

Discontented with the continuation of the emergency 
special taxes, the government submitted to the Diet, at its 
twenty-fourth session, commencing on December 27, a bill 
for increased taxation, together with a project of tax-law 
adjustment. The same bill aimed at the extension of ex- 
cises, with an expected increase of revenue, coming up to 
15,000,000 yen after the fiscal year tqg09—10, from the exten- 
sion of the tax on sake and the sugar excise, the introduction 
of the petroleum excise, and the advancement of tobacco 
prices. The opinions of the members of the committee 
regarding the bill were at variance. Mr. Matsuda, the 
Minister of Finance, explained the bill as follows: 

‘Despite the fact that of the expenses necessary to carry 
out at this time what had been planned in the fiscal year 
1907-8 the greater part could be covered only by raising 
public loans, the issue of loans was next to impossible under 
the present unfavorable economic conditions, foreign and 
domestic. Again, the government’s endeavor to meet the 
exigency by postponing some part of its undertakings and 
by retrenching expenditures was in vain. Thus, there was 
no way open but to have recourse to the scheme of increased 
taxes. Further, granting the inevitableness of increasing 
taxes, what reason was there for raising that additional rev- 
enue exclusively from taxes on consumption? The govern- 
ment committee explained that the reason the government 
attempted to get the increased revenue exclusively by extend- 
ing excises was that the share of the public burden appor- 
tioned to direct taxes was disproportionately heavy, owing 
to the increased assessment during war time, amounting to 
160,000,000 yen. While in the fiscal year 1903-4 the per- 
centages of direct and indirect taxes had been 35.8 and 64.2, 
respectively, after the levying of the war taxes they changed 
to 40.4 and 59.6, thus necessitating the extension of excises 
in order to restore the equilibrium. After the closure, all 


212 APPENDIX B 


the bills were passed with a slight amendment in regard to 
the tax on sake. At the regular sitting of the lower House, 
though not without a considerable number of opponents, 
the bill as amended by the committee was approved. In 
the House of Peers also, both in the committee and in the 
regular sitting, the bill was passed by a great majority. In 
the sitting, 148 voted for and 45 voted against the bill. 
Now, let us review the main points of the discussions at the 
session of the House of Peers. The principal reasons for 
the opposition there were the following: (1) The government 
had not taken into consideration the surplus of 1908-9, 
amounting to 33,000,000 yen, and, moreover, the considera- 
tion of the bill had better be postponed until the Peers were 
informed of the outcome of the deliberations still going on 
in the Lower House concerning the tax-law adjustment, 
which might bring about more or less surplus in the revenue; 
(2) if the government could manage to postpone or curtail 
some part of expenditures for armament, which had 
expanded stupendously since the Sino-Japanese and Russo- 
Japanese wars, it would be able to dispense with the exten- 
sion of excises and relieve the lower classes from the oppres- 
sion thereof; (3) at this moment the burden borne by the 
nation had reached its extreme point and there was no 
possibility of adding to it. On the other hand, the support- 
ers justified the project for a twofold reason. (1) To make 
solid the foundation of our finance, it was necessary to frame 
a sound scheme extending over several years, and to frame 
a sound financial scheme we could not rely upon an acciden- 
tal surplus but must look for some other permanent resources; 
(2) however desirable the recuperation of the economic pow- 
ers of the nation, it was inadmissible, in view of the interna- 
tional relations of the Empire, to cut down or greatly post- 
pone the expenses of armament.” 

In this way the bill for increased taxes was approved; but 
what was the fate of the Bill for Tax-Law Adjustment, which 
was submitted to the Diet with the above-mentioned bill? 
The bill was a project of law which provided for adjustment 
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of the land tax and of twenty-seven other taxes. But here 
I will introduce the bill so far only as it concerns indirect 
taxes: (a) As to the textile excise, hitherto woolen fabrics 
and other fabrics had been treated differently with regard 
to the method of assessment and the tax rate, but the bill 
was intended to abolish this discrimination and adopt the 
method of taxing transactions at the rate of 10 per cent ad 
valorem; (b) as to the travelers’ tax, the bill maintained the 
existing law as it stood, with one exception, that is, exemp- 
tion of fares less than 1 sen; (c) as to the salt monopoly, 
the bill aimed at gradual cheapening and equalization of 
retail prices throughout the whole country, and for this 
purpose the government was directed to resort to divers 
measures, such as appointment of wholesale and retail dealers, 
sending the commodity to the wholesale dealers at the gov- 
ernment’s expense, thus enabling them to supply salt at 
fixed prices, adjustment of the salt fields which required 
higher cost of production, and importation of salt from For- 
mosa or other places where the article was produced at 
smaller cost; and, further, in order to realize an abundant 
and cheap supply of salt, the government was to establish 
its own shops, bear the cost of sale and transportation, re- 
duce the minimum selling unit, facilitate joint purchases by 
purchasing societies, and endeavor to reduce the money to 
be paid as compensation to manufacturers. Thus, the au- 
thorities attempted, generally speaking, to maintain the 
existing system of indirect taxes as in case of direct taxes. 
Compared with the estimates of the fiscal year 1907-8, the 
shrinkage of revenue incidental to the reform was estimated 
at 2,137,945 yen. But in regard to indirect taxes, reduction 
of the textile excise by only 1,189,578 yen was to be effected, 
while increases of the traveling taxes and of the tax on sake 
by 309,539 and 227,786 yen, respectively, were expected. 
The bill under consideration was rejected en bloc at the final 
meeting of the committee after several deliberations. The 
reasons for the rejection were different as between the gov- 
ernment and opposition parties; whereas the former con- 
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tended that, as the bill required a closer investigation, a year’s 
delay should be granted to the government for composing 
a more perfect and accurate project, the latter argued to the 
effect that the bill embodied materially the proposals of 
increased taxes and did not touch fundamental reforms of 
the tax law in the least. The same bill, which had been 
presented to the regular sitting on March 9, unfortunately 
fell through, owing partly to the withdrawal by the govern- 
ment and partly to the disapproval of the Assembly. 

Althoughthe emergency special taxes had been continued 
and the bill for increased taxes had been carried, not a few 
members of the opposition cherished animosity toward it, 
which feeling became embodied, during the twenty-fourth 
session of the Diet, in the bill repealing the salt monopoly, 
the textile excise, and the traveling tax, popularly known as 
the ‘‘Bill for the Repeal of the Three Bad Taxes,’’ by Mr. 
Saburo Shimada, and seconded by other members. The 
bill was justified on the grounds that the salt monopoly 
not only did not yield much profit but entailed a heavy 
burden on the nation and oppressed the livelihood of the 
lower classes in particular, that the textile excise hampered 
the development of industries and impeded the growth of 
foreign trade, to say nothing of its embarrassing mode of 
collection, and that the traveling tax, levying upon the use 
of civilized means of communication, hindered the develop- 
ment of traffic, and especially caused no small discomfort to 
the lower population. | 

The project of repealing the salt monopoly, among others, 
about which a representation had been passed by a great 
majority in the last session, was defeated, though not a few 
members of the government party voted for it, together with 
the proposals concerning the textile excise and the traveling 
tax, both in the committee and in the regular sitting. In 
the committee there were none who opposed the bill by deny- 
ing the notorious nature of the three taxes. Diverse as 
were the opinions against the project, they agreed on the one 
point that it was imprudent to insist on the abolition at the 
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present, when the bill for increased taxes had been passed 
and the government had no resources at its disposal to replen- 
ish the deficiency; whereas the main purport of the support- 
ers’ opinions was that the fiscal,deficit due to the repeal of 
the three taxes might be met by retrenchment in the budget. 
On a division the number of ayes and noes were even, and 
the project of abolishing the traveling tax suffered a similar 
fate, the vote on the bill being 11 for and rs against. In 
the regular sitting, Mr. Saburo Shimada, presenter of the 
bill, and others energetically argued for it, referring to the 
fact that the three taxes were unfair in distributing public 
burdens and injured the growth of national production. 
After the conclusion of debates a vote was taken, and the 
bill was defeated by 200 noes out of 322 votes. 

Not being disheartened in the least, Mr. Saburo Shimada 
again presented the same bill, at the commencement of the 
twenty-fifth session of the Diet, viz., a bill repealing three 
taxes, that is, the salt monopoly, the traveling tax, and the 
textile excise. The project proposed to repeal the three 
taxes at the end of 1910. Mr. Shimada stated the reasons 
for the presentation, and said: 

The obnoxious nature of the three taxes was universally admitted, 
with the sole exception, perhaps, of the authorities; nay, even the 
authorities did not deny that they were bad imposts, yet they opposed 
the proposal on the ground of the shortage of resources; thus, the 
problem was essentially a problem of resources; but going a step 
further, the problem was a problem of confidence in the present 
government rather than the problem of resources, for if the govern- 
ment had listened to the unanimous cry of the nation against the 


notorious taxes, and endeavored to search for the proper resources, 
the problem of resources would never have taken place. 


In response to this, Prime Minister Taro Katsura opposed 
the bill by stating that under the existing circumstances of 
national finance the government could not, with all its efforts, 
find any source of taxation large enough to offset the reduced 
revenue of 35,000,000 yen, which would result from the repeal 
of the three taxes. After a criticism which Mr. Shimada 
made, to the effect that according to the anticipation of the 
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Minister of Finance of the preceding cabinet the increased 
‘ revenue from the tax on sake and the petroleum excise would 
amount to 11,400,000 yen in 1910 and 20,000,000 yen in 1913, 
and the profits of the tobacco monopoly to 7,760,000 yen in 
tg1o and 9,800,000 yen in 1913, which figures, added together, 
would be more than enough to supplement the deficiency 
due to the abolition of the three taxes, the discussion was con- 
tinued between him and the Premier; but, upon a division, 
the bill was again rejected. 

Together with the bill relating to the repeal of the three 
taxes, the question of customs duty on grains became a center 
of discussion during this session of the Diet. The Seiyiikai 
and Daidé Club presented a reform bill relating to the cus- 
toms tariff law and import tariffs, proposing to double or 
more than double the existing rates of customs duty on 
grains, by means of which they intended to protect the inter- 
ests of land owners through the artificial advance in prices 
of rice and other cereals. They also presented a separate 
bill imposing different tax rates on cleaned and uncleaned 
rice. Though accepted by the committee, of which the 
Setyikai and Daido Club formed a majority, at the regular 
sitting the debates on the bills led to the utter confusion of 
the Assembly, and a division did not take place. 

The Tax-Law Adjustment Bill, which had been submitted 
to and rejected by the twenty-third session of the Diet, was 
again presented, after reinvestigation to the Legislature 
during its twenty-sixth session. The outlines of the adjust- 
ment bill, as far as it is concerned with excise problems, are 
as follows: (1) as to the traveling tax, passengers who trav- 
eled within cities, or places deemed as such, were to be 
exempted; (2) as to the tax on refined sake, three months’ 
delay was to be allowed for the payment if adequate securi- 
ties were given, and the tax should be remitted if the sake 
was used for industrial purposes during the period; (3) as to 
the sugar excise, the existing graduation of four classes 
should be changed into one of six, and tax rates were to be 
reduced; (4) as to the textile excise, the rate of 15 per cent 
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imposed on woolen fabrics was to be reduced to ro per cent, 
as in the case of other textile fabrics; (5) as to the salt mon- 
opoly, (a) the profit rate was to be lowered in regard to the 
salt with specially reduced prices, (b) the payment for the 
transport expenses of purchased salt to be reduced, and, fin- 
ally, (c) adjustment of salt fields to be carried out, the 
deficiency occasioned thereby to be supplemented by import- 
ing the salt with lower cost of production from Formosa 
and Kwantung Province, and increased profits due to this 
process and reduced expenses due to the adjustment of salt 
fields to be disposed for the purpose of lowering the selling 
prices of salt. The reduction of revenue (putting both direct 
and indirect taxes together, but setting aside the salt monop- 
oly) was estimated at 10,111,000 yen, of which the reductions 
of the indirect taxes were 1,007,000 yen in the case of the 
traveling tax, 2,034,000 yen in that of the sugar excise, and 
“1,041,000 yen in that of the textile excise. Furthermore, 
the profits of the salt monopoly were to be reduced (1) by 
10,000 yen in consequence of the lowered prices of the salt 
with specially reduced prices (fiscal year 1910-11); (2) by 
174,000 yen in consequence of the diminished revenue result- 
ing from the reduced assessment for transport expenses of 
purchased salt (fiscal year 1910-11); (3) by 312,000 yen 
(fiscal year 1911-12) and by 634,000 yen (fiscal year 1912-13) 
in consequence of the reduced price due to the adjustment 
of salt fields. Summing up all the items above mentioned, 
the remissions of indirect taxes came to 6,668,000 yen. 
After the closure, the project of repealing the transit duty 
on city traffic, having the Seiyikai as its opponents, was 
disapproved on the ground that, although the law provided 
for determining by ordinance what should be regarded as 
the vicinity of a city, it would be impossible to determine this 
precisely, and that the revision would exert no small influ- 
ence upon the resources of the national coffers. The Re- 
vised Sugar Excise Bill was passed with no objection. As 
to the rate of the textile excise, the revised bill was accepted, 
but the clause, stipulating that textile dealers who made false 
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answer to the questions put by revenue officials should be 
fined was blotted out from the original bill as sounding too 
drastic. The Salt Monopoly Adjustment Bill was accepted 
with slight amendment by the House of Representatives and 
the amendment passed the House of Peers. This is the 
first session of the Diet in which the remission of excises ob- 
tained approval, the total sum of which amounted to 3,661,- 
ooo yen, the diminution of receipts from the sugar 
excise and the textile excise being 3,075,000 yen and that of 
profits from the salt monopoly 585,000 yen. 

However, this adjustment can by no means be called 
fundamental, and the opposition party did not cease to claim 
radical remissions of taxes. In the debate on the budget in 
the twenty-seventh session of the Diet, Mr. Tokitoshi Take- 
tomi brought forward a motion to send back the budget to 
the government, and explained the reasons for it, in the course 
of which he touched the tax-law problem, and said; 


We can not help being surprised at the arrogant pretension of the 
government that the emergency taxes have been for the most part 
adjusted. When and how has the government adjusted the emer- 
gency special taxation? What has been done in regard to the 
income tax or the business tax, the unfair distribution of the burden 
of which taxes the government expressly recognized and declared 
that the remission of them was an urgent necessity? How about 
the textile excise and the salt monopoly? The adjustment, which 
the government is so proud of, is nothing but the reduction of the 
tax rates of the land tax by 8 per cent and the continuation of emer- 
gency special taxes as permanent ones. I can not see the reason 
why the same government which recognized the necessity of tax- 
law reform last year should now remain indifferent toward it. The 
traveling tax is still obnoxious, and as to the textile excise and the 
salt monopoly, groanings are heard from all directions, of which the 
government must have full knowledge. 


After the conclusion of the discussions, the motion was 
lost upon a vote, and the problem has made no further prog- 
ress, except for the government’s promise in the twenty- 
eighth session concerning the salt monopoly, among other 
indirect taxés, that it would endeavor to make adequate 
investigation with the object of mitigating it. 
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Being an extraordinary session, convened for the vote of 
expenses of the Imperial funeral incidental to the demise of 
Emperor Meiji, the twenty-ninth session of the Diet expired 
without touching the problem in the least. In the thirtieth 
session of the Diet, under the regime of Yamamoto’s Cabinet, 
in spite of the promise that the government would endeavor 
to carry out a reduction of taxes upon the basis of the inves- 
tigation prepared by the preceding Saionji Cabinet, what the 
government achieved in this connection was but an announce- 
ment that from and after the year 1913 the profits of the 
salt monopoly should be reduced by 2,150,000 yen. 

In the thirty-first session, upon explaining the financial 
scheme for the fiscal year tg14—15, Yamamoto’s Cabinet 
announced nothing positive in regard to the tax-system 
adjustment, but only that such measures as were deemed 
necessary in consequence of the results of the investigation 
should be submitted to the Diet. The realization of this 
announcement, however, seems to have been restricted to 
the reduction of direct taxes, such as the business tax; the 
succession duty, the tax on bourses, and others, and never 
extended. to indirect taxes. Thereupon, the Kokuminto 
party brought forth a bill demanding the abolition of the 
business tax, the textile excise, the traveling tax, the petro- 
leum excise, as well as the salt monopoly, but was unfor- 
tunately unsuccessful. The Seiyikai party also presented 
a bill reducing the business tax and the land tax, together 
with bills reducing the traveling tax and textile excises. 
According to these proposals, the traveling tax was to be 
reduced in proportion to the reduction in fares for students, 
soldiers, and laborers, leaving taxes under 1 sen uncollected, 
and consequently students, soldiers, and laborers journeying 
less than fifty miles for the reduced fares would be exempted 
from the tax (410,000 yen); 1 per cent of the traveling tax 
collected was to be handed to the operators of railways, 
steamers, and tramways as commission fees for collecting 
the tax (40,000 yen); as to the textile excise, 1 per cent of the 
tax collected was to be given to the gilds of textile dealers 
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as commission fees (190,000 yen), and the standard of taxation 
was to be rearranged and taxable values reduced (2,300,000 
yen). But in the House of Peers both bills were rejected. 

Corresponding to the presentation, by the political parties, 
of bills reducing or abolishing taxes, a movement for the 
same end was started among the people to reinforce them. 
As the government, notwithstanding the unprecedented 
surplus of this year, amounting to 132,000,000 yen, laid undue 
store by the completion of naval armament, and dealt quite 
indifferently with the mitigation of the national burden, 
the whole country was filled with overwhelming complaint, 
which burst out in reduced-tax demonstrations of various 
descriptions. The movement culminated in a lecture 
meeting at the Theatre Meiji on January 25. This move- 
ment, being started by the Tokyo Chamber of Commerce 
with the support of a business men’s union and a journalists’ 
association, attracted public attention for a time by challeng- 
ing the authorities with the resolution that they would boy- 
cott all the banks and companies connected with the mem- 
bers of the Seiyukai party; nevertheless, the movement was 
substantially directed to the repeal of the business tax and 
had little connection with the excise problem. 

The thirty-second, thirty-third, and thirty-fourth sessions 
of the Diet were all extraordinary ones. The thirty-second 
session, summoned for the vote of the funeral expenses 
incidental to the demise of the Imperial Dowager, did not 
touch the question under consideration. In the thirty-third 
session of the Diet, convoked for the deliberation of an urgent 
measure for constructing three battleships, which had been 
approved by the thirtieth session, but had not yet been put 
into practice owing to the failure of the budget in the thirty- 
first session, the only project laid before the Legislature was 
a supplementary budget for the purpose above noted. Dur- 
ing the session, a certain member moved a question of general 
character concerning the tax system: (1) which taxes did 
the government intend to repeal if the circumstances al- 
lowed it? (2) did the government intend to reduce the land 
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tax, and if so to ‘what extent? to which the government 
replied with a note that as the matter was under considera- 
tion it could not give a definite answer. So, this session 
accomplished nothing in connection with the excise problem. 
Lastly, the thirty-fourth session was extraordinarily sum- 
moned for the vote of war expenses incidental to the out- 
break of Germano-Japanese hostilities, and the business 
performed was nothing but the approval of the war budget. 

Although Okuma’s Ministry paid so much attention to the 
solution of the question of national defense and to the realiza- 
tion of means of remitting taxes that it counted them among 
the important items of its political program, the urgent need 
of war expenses due to the outbreak of the European War, 
and subsequent participation of the Empire in it, compelled 
the government to abandon these measures for the moment. 
Upon the commencement of the thirty-fifth session as an 
ordinary session, the subjects of political controversies 
between the opposition and the Ministry were national 
defense, diplomatic problems in relation to the Germano- 
Japanese War, as well as the financial schemes connected 
with the above affairs; and no event worthy of our notice 
occurred with regard to the problem in hand, excepting a few 
questions moved by some members concerning the repeal of 
the business tax in the Committee on the Budget. As 
affecting the problem immediately, a bill revising part of the 
Sake Tax Law, a bill revising part of the Textile Excise Law, 
and a bill revising part of the Sugar Excise Law were pre- 
sented but were rejected. 

In the thirty-sixth session of the Imperial Legislature, an 
extraordinary session, the establishment of two military 
divisions in Chdsen, the reduction of the amount to be de- 
voted to the redemption of national debt, and the transfer 
therefrom to the special account of Imperial Railways, 
which supplied the motives for the dissolution of the last 
session and were the principal objects for the summoning 
of this extraordinary session, absorbed all the attention of 
the government and the people, and naturally the problem 
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of the taxation system was almost set aside. Upon the debate 
on the budget, questions and answers were exchanged 
once or twice between the opposition and the government 
concerning the reduction of the land tax and the total aboli- 
tion of the business tax; but with regard to indirect taxation 
the only event was the presentation of the revised salt mon- 
opoly bill, which, however, fell through prior to the vote. 
Besides this bill, a representation was brought in stating the 
need of establishing an institution for inquiry into tax- 
system adjustment, and several questions were forwarded 
concerning the remissions of public burden and realization 
of the reduced tax policy. Further, Dr. Kobayashi moved 
a question concerning the prospect of the raising-no-loan 
measure of the government, during which he stated: ‘The 
reverse side of the financial scheme founded on the raising- 
no-loan principle is, generally speaking, recognition of an 
increased tax policy, for the resources of financial schemes of 
the state are substantially either public loan or taxation. 
However, in this country the tax system is so confused and 
unreasonable that we could hardly expect any benefit from 
a makeshift measure of partial reduction of tax rates, if a 
radical adjustment were not carried out’’; and he empha- 
sized the pressing necessity of tax-system adjustment and 
the impossibility of extension of taxes. But these opinions 
have no immediate relation with the problem under consid- 
eration. 

In the latest session (thirty-seventh) of the Diet, a project 
of law revising part of the Sake Tax Law, which designed to 
enlarge the scope of some part of the category of alcoholic 
liquors and which had been laid before the thirty-fifth 
session, was again presented; but it is of small significance. 
The representation about the establishment of an institution 
for investigating the tax system was again brought in. 
Discussions about remissions of taxation took place between 
the Minister of Finance and Messrs. Kobayashi and Naga- 
shima; but they never touched the excise problem directly. 


1Cf. History of National Accounts; Extract from the Proceedings of the House 
of Representatives; History of Imperial Diet, supplement of ‘‘the New Law.” 
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According to what I have described hitherto, the problem 
whether to retain or repeal, to reduce or extend, indirect 
taxes, especially excises, as war imposts, became a focus of 
parliamentary controversies during a decade, viz., from the 
twenty-second session (1905-6) to the thirtieth session (1912- 
13) of the Imperial Diet. In all controversies, however, 
the government party always defeated the opposition; 
namely, in the twenty-third session the special taxes were 
continued as the government proposed, and in the twenty- 
fourth session the tax on sake and the sugar excise were 
extended, and the prices of monopoly tobacco raised. 
Though we met with the reduction of the sugar and textile 
excises, as well as the revision of the salt monopoly, not only 
were they all government projects, but the sum reduced was 
ridiculously small, amounting to only 15 per cent of the sum 
previously increased. 

Turning to the direct taxes, we have experienced the reduc- 
tion, if not enormous, of the land tax, the business tax, the 
succession duty, and others, but no cases of their increase. 
From the thirty-first session (1913) down to the present time, 
the problem of the taxation system has never attained toa 
significant place among parliamentary affairs, and even 
when the tax system was considered at all, the taxes dealt 
with have always been limited to direct taxes, indirect 
taxes having been left out of account.! 


EXCISE PROBLEM AS SEEN IN THE REPORT OF 
THE COMMISSION ON TAX-LAW INQUIRY 


The impression we can get from the survey of the history 
of the excise problem in the House of Representatives during 
the twelve years since the Russo-Japanese War is that, 
whereas the government has always insisted on the inevi- 
tableness of the introduction and extension of excises on.the 
ground.of the shortage of revenue, the opposition parties 


have all the time demanded their repeal and reduction, 


1See notes, ante, pp. 206, 208. Cf. National Finance and Economy of the 
Sino-Japanese War, and Kobayashi, The Past and Present of the National Finance, 
and the articles of Messrs. Amano and Uetake, ‘‘Comment on the Increased Tax 
Bill,” published in the Tokyo Economic Journal in 1904-5. 
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chiefly on the ground of the unfair distribution of the bur- 
den; and that, in spite of tumultuous discussions, very little 
has been added either to the development of theories or to 
the investigation of facts. Be that as it may, we can appre- 
hend the fundamental notions concerning this subject on- 
the part of the government through two official documents, 
the one being the “‘Report of the Commission on Tax-Law 
Inquiry,’’ which Commission, consisting of high officials of 
the Department of Finance, was appointed as part of the 
post-bellum measures of financial adjustment, and the other 
being ‘‘Extract from Proceedings of the Committee on the 
Inquiry into the Bill of Tax-Law Adjustment,” which com- 
mittee was appointed for the contemplation of projects of 
tax-law adjustment presented by the aforesaid commission, 
having as its members higher officials of several depart- 
ments, members of the two houses of the Imperial Diet, 
scholars both in and out of office, and eminent business men. 
Apart from these, we have no knowledge of any investiga- 
tion concerning the tax system subsequent to the memorable 
struggle, and notwithstanding the alteration of ministries 
from time to time the attitude of the successive Cabinets 
has been for the most part to adhere to the point of view 
founded on the results of the investigation in question, over- 
looking insignificant diversions. 5 

In the instruction of the Minister of Finance, issued on 
the occasion, the following five items are pointed out as the 
objects of the investigation: (1) equalization of the burden 
of taxation in case of unfair apportionment; (2) abolition of 
taxes or reduction of their rates where their imposition or 
high rates stand in the way of industrial development; (3) 
reduction of the rates of such taxes as have suffered decrease 
of proceeds on account of enhanced tax rates; (4) simplifi- 
cation in the method of assessment and collection where it is 
complicated; (5) selection of new sources of taxation in 
order to fill the deficit of the revenue which might be caused 
if the foregoing reform were carried into effect. In obedi- 
ence to the ministerial instruction with regard to the scope 
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and order of investigation and other matters, the committee 
started the investigation, which extended to both financial 
and economic fields concerning different imposts, taking 
foreign institutions and actual situations at home into con- 
sideration. As to the selection of the sources of taxation, 
and other adjustment and reform of the tax system in gen- 
eral, revenue officers were consulted, while with regard to 
the effects of the emergency special taxation, vicissitudes of 
industries in general before and after the war, changes in 
the livelihood of the nation, and strength of tax-paying 
ability, the returns from local governors, revenue superin- 
tendents, and chambers of commerce were chiefly depended 
upon, and, finally, in respect to the propriety and reasonable- 
ness of each item of the proposed adjustment, chambers of 
commerce, clearing houses, trade associations of the textile 
manufacturers, and other associations of business men were 
consulted, whose answers were taken into account. 

The investigation resulted in three projects of adjustment. 
The first project proposed reform only in such taxes as require 
revision on account of the unfair distribution of their burden, 
their complexity, and the inconvenience of their collection, 
and other reasons, leaving the existing tax law, in the main, 
as it is; the second one proposed to repeal such taxes as were 
the subject of popular discussion, so far as the consequent 
deficit may be supplemented by the introduction of new 
taxes which are deemed comparatively good; the last one 
planned a fundamental reform of the existing system of taxa- 
tion, with simultaneous abolition of all the unfavorable taxes. 
Of these three plans, the commission preferred the first, as 
most befitting the present situation, and decided to compose 
the original tax-law bill on the basis of it; in other words, 
the commission attempted to effect the improvement in 
only those levies the burden of which is not apportioned 
fairly or of which the collecting process is too complicated. 
This is the leading principle under which the Commission 
on the Inquiry into the Tax Law worked out its own plan 
of tax-law readjustment. Keeping these things in mind, 
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therefore, it will not be so difficult to imagine the general 
features of the positive proposals of the commission toward 
war imposts, especially excises, the purport of which is, to 
recognize the retention of excises of all the emergency special 
taxes that have been continued since the war time, as an 
unavoidable necessity, and to carry out the adjustment only 
in those with unduly heavy incidence and much complicated 
method of collection. 

Let us, now, examine the detailed points of the report as 
far as they concern our present examination. According 
to the report as to the tax on sake, to begin with, there is no 
hope of raising its rate in the face of the fact that further 
advancement of the rate might cause shrinkage in the volume 
of consumption; secondly, as to the tax on soy and the sugar 
excise, it is advisable to maintain them in status quo; and, 
lastly, as to the textile excise and the salt monopoly, the 
most disputed of all the excises, their retention as they stand 
is maintained in consideration of the fiscal necessity, the 
only reform being the adoption of an ad valorem system in 
the textile excise. So, even though we find in the reform 
project a reduction of estimated revenue of nearly 2,000,000 
yen compared with the estimated amount of the same for the 
fiscal year 1907-8, yet this sum of 2,000,000 yen is to be 
ascribed not so much to the revision of indirect taxes, excises 
among others, as tothe adjustment of the direct ones. If we 
may assume that the point of view of this commission has 
been sustained by the successive Cabinets, it will not be amiss 
to conclude that the authorities have recognized the neces- 
sity of neither repeal nor revision nor readjustment in the 
existing excises, holding the present situation of economic 
and financial affairs in mind.! 

As there were a few among the authorities who insisted 
upon the abolition or revision of excises, so also were heard 
incessantly arguments to the same end, though stronger, 
from the mouths of theorists, statesmen, and practitioners. 


1Cf. Report of the Commission of Inquiry into the Tax Laws, and Extract from 
Proceedings of the Committee on the Inquiry into the Bill of Tax-Law Adjust- 
ment, i 
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But I hesitate to quote assertions of the business men con- 
cerned and political parties as representing unbiased opinion, 
for they are likely to be tinted by egoistic motives. In the 
following pages, therefore, attention will be directed to the 
survey of the excise problem in academic circles. 


EXCISE PROBLEM IN ACADEMIC CIRCLES 


In the present stage of the progress of social sciences in 
Japan, where neither consistent assertion of scientific 
conviction nor distinct systematization of economic truths 
is discernible, and where consequently no scientific school 
in this line has yet developed, it is very difficult, even next 
to impossible, to make precise discrimination and exact 
classification of the different opinions on the current ques- 
tions. 

In the following description, therefore, all that I can do is 
to arrange, for only the purpose in hand, the opinions of 
theorists, as far as they affect the excise problem, in accord- 
ance with my own private judgment. 

I will begin with the argument of a general nature con- 
cerning the increase of excises. Mr. Noritake, editor-in- 
chief of the Tokyo Economic Journal, published his opinion 
in that journal under the title of ‘‘ Danger of Undue Increase 
of Excises,”’ in which he argued, as follows: 

A tax on commodities would be a good source of revenue if the 
taxable objects were carefully selected and assessment were moder- 
ate, and there is no civilized country in modern times which has not 
recourse to it. So, Iam not an absolute opponent of the imposts 
under discussion, and yet I am convinced of the fact that there is a 
certain limit assignable to excises beyond which no more increase of 
revenue can be expected from the imposition. Nevertheless, the 
government, overlooking this obvious truth, has been ready all the 
time to extend excises whenever the situation called for the increase 
of revenue. And at this juncture, when the fiscal exigency has 
given rise to an attempt on the part of the authorities to increase 
taxes, the government has paid special attention to excises, among 
others, and intends, it seems, to increase the profit of the tobacco 
monopoly and extend the sugar excise and the tax on sake. Even 
in the present condition, it is a rare exception when the necessaries 


of life and luxuries are not subjected to heavy taxation. Nor is it 
deniable that the distribution of burden is not equitable, which 
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presses the poor unduly and charges the rich much too lightly. The 
incessant extension of the excises at this moment, therefore, will 
necessarily lead to the shifting of unbearable pain upon the middle 
and lower strata of society, upon laboring classes in particular. The 
vexatious pressure felt on the part of the contributors will not be 
the only result of such excises, but they are doomed to enervate the 
activity of the economic society. When the economic vitality of 
the country tends to decline, the proceeds from the excises will not 
only not increase but will necessarily shrink, even if the government 
should raise the price or lower the quality of the monopoly goods or 
make the rate of excises heavier. And the government, which is 
blind to this indisputable truth and resorts to the lopsided policy of 
increased excises, is open all the time to the charge of abusing the 
financial sources, and if the government is obstinate enough to cling 
to such a measure, surely some day will dawn when it will be sur- 
prised at the unexpected result of its former decision. 

It may be supposed that the government endeavors to follow the 
line of least resistance by depending chiefly upon the increased re- 
ceipts from the excises. Again it is true that the excises which pro- 
ducers or sellers pay as they dispose of their goods are much more 
convenient for the contributors to pay than the direct taxes, which 
are directly collected by tax officers. But very few of the bearers 
of this public charge will long remain ignorant of the obnoxious 
effect of such imposition, i.e. the rise in the prices of commodities. 
High prices of commodities can not help but accelerate the tendency 
of the rich to grow richer and of the poor to grow poorer, and con- 
sequently widen the gulf between the wealthy and the destitute. 
Thus, the quarter whence the government expected the least resis- 
tance may one day turn out to be the place of the most violent 
resistance, and if this course of things happened to bring about the 
prevalence of dangerous social theories none but the government itself 
would be responsible for supplying them with adequate impetus.' 


Likewise, the Oriental Economic Journal, in the article 
entitled ‘‘Pressure of Taxation and Abnormal Change in 
Prices,’’ declared against the extension of the excise. The 
purport of the argument is as follows: ‘‘In the present situa- 
tion of our taxation system, the total sum of the ordinary 
revenue from taxes amounts to 470,000,000 yen, of which only 
140,000,000 yen is the yield of direct taxes, while the remain- 
ing 330,000,000 yen is,from indirect ones, and the charges 
of the latter group of taxes are levies for the most part upon 
rice, meat, salt, sake fabrics, and sugar. The necessary 


result is, needless to say, the abrupt rise in the prices of taxed 


*Shukudo’s (Noritake’s pen name) posthumous work on Public Finance, 
pp. 763-64, 
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commodities, and thus an abnormal elevation of price level 
in recent years has been brought about.’’ Further, contrast- 
ing the index numbers of prices of fifty-three staple goods, 
before and after the war, prepared by the same journal, the 
writer points out the vexatious influence of the imposts, and 
reasons thus: 


Recent high prices may be attributed partly to the lower value of 
gold throughout the world, partly to the inflation of currency after 
the war, and hence they are universal phenomena, regardless of the 
kinds of goods; yet the difference in the rising tendency among 
individual wares can not but be ascribed solely to the effect of taxa- 
tion. If we watch the movement of prices more carefully, we will 
find that primarily the price of the articles levied upon has been 
raised directly on account of the shifting of the imposts and indi- 
rectly because of the increased cost of production, showing multi- 
farious variations of individual prices, according to the greater or 
lesser competition from importedarticles. Suchanabnormal change 
in prices will exert upon the national industries nothing but an 
injurious effect. 

In the case of industries the products of which have become 
extraordinarily dear, the exorbitant price, being the result of heavy 
taxation, by no means benefits the producers, but only impairs the 
interest of the consumers; and in the case of industries the products 
of which have not shown such greatly increased prices or rather 
which have shown a diminished price, the profits will be cut on 
account of the higher prices of other articles, sometimes the loss 
being so fatal as to threaten the enterprises with utter destruction. 
In this way, the development of domestic industry will be hampered, 
a grievous load of taxation will be piled upon the shoulders of inland 
consumers, especially of the poor, and the lucrative market will be 
prepared for the triumphant intrusion of foreign goods. These 
propositions are not the product of mere surmise but can be con- 
vincingly evidenced in the numerical study of the price movementin 
this country. Man can not help shuddering at the vexatious 
result of this abnormal progress in prices, which, appearing with 
regard to foodstuffs, oppresses the life of the poor, most pitiful of all 
social classes; and, further, occurring with regard to raw materials, 
impairs the interest of inland agriculture, and, lastly, taking place 
with regard to manufactured products, strikes at the root of our 
commerical and industrial enterprises, the backbone of the economic 
life of the nation. 


These are the attitudes taken by two of the most influen- 
tial of the weekly economic journals toward the excises prob- 
lem. Such arguments have been advanced, generally speak- 

1 Oriental Economic Journal, No. 73, p. 68. 


230 APPENDIX B 


ing, by the followers of economic liberalism, and the repre- 
sentatives of this tendency are especially numerous among 
the theorists of unofficial type. 

Now, going a step further, of all indirect taxes which have 
been retained since the war and extended, of which of them, 
by what means, and in what degree should the adjustment 
be carried out? As to this problem, the theories and con- 
tentions are by no means unanimous., At the beginning, I 
will introduce the proposal of Dr. Kobayashi on this subject. 
He published a book in 1912 under the title of Financial 
Adjustment, in which he explained his views respecting the 
fiscal reform of the country. 

The principle of taxation [he commences his argument concerning 
the problem under notice], is to be determined in relation to the 
economic ability of individuals to contribute, independent of the 
demand of public expenditure. According to this principle,that isa 
good tax which is in harmony with this tax-paying ability of indi- 
viduals and a bad one which is out of harmony with it. This is 
the one infallible axiom of tax-system adjustment in its true sense. 


After explaining his standpoint in this way, he emphasizes, 
in the chapter on ‘Extent of Readjustment in the System 
of Taxation,’ the imperious need of the mitigation of indi- 
rect taxes above all, by comparing the growth of the eco- 
nomic power of the nation and the increase of taxes since 
the year 1883, which, being one year prior to the outbreak 
of the Sino-Japanese War, he made the basic year for com- 
parison, and by studying carefully the coordination of differ- 
ent kinds of taxes and the minute details of eachtax. Later 
on, when he considers, in the chapter entitled “Indirect 
Taxes to be Reduced,’’ which of the existent indirect taxes 
should be repealed and which of them reduced, he elucidates 
his standpoint once more, and says: 

Extremely simple is the financial principle of indirect taxation, 
which means nothing but ‘to adapt the taxation to the tax-paying 
ability by levying on the necessaries of life as lightly as possible. 
The unintentional coincidence of this assertion with the require- 
ments of social politics has induced the followers of the latter 


doctrine to acknowledge the above financial principle. For my 
part, indeed, I never intend to support my theory on socio-political 
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grounds, yet, observing the indisputable fact that the enormous in- 
crease of indirect taxes, especially of excises upon necessaries such as 
rice, salt, petroleum, and sugar, exerts disastrous pressure upon the 
lower stratum of society with feeble tax-paying ability, I can not 
help crying, from the standpoint of purely fiscal principles of equi- 
table burden, for the abolition and reduction of the imposts in ques- 
tion. 


Though his project of taxation adjustment, as shown in 
the foregoing description, is founded on the basis ofthe so- 
called financial taxation policy, and not imbued with the so- 
called socio-political taxation policy, he seems to be con- 
vinced of the natural coincidence of the financial taxation 
policy with the requirements of the social policy. Standing 
on this basic principle, what sort of concrete plan does he 
propose? Let this be explained by his own words. 


I.—Abolition of the import duty on grains. This duty was 
introduced by the Emergency Special Tax Law with the purpose 
that it might facilitate the process of shifting a part of the burden of 
the land tax, increased by the same law, to the consumer of grains. 
So, the duty was established in order to keep a necessary balance 
with internal taxation. The rate of the duty was 64 sen per 100 kin. 
Though the land tax has not only never since been increased, but 
has even recently been reduced, regardless of the reasons for its 
introduction, the rate of the import duty on grains was raised to 
I yen per 100 kin, and since that time the rate has remained at the 
same point, with the single exception of a slight mitigation in the 
autumn of 1911, when the price of rice attained to an unprecedented 
height. It is matter of course that the import duty in question is 
of no use in years of favorable crops nor in years of average harvest. 
Moreover, in years of poor crops, its operation is quite injurious, for 
in a country where the average yield of agricultural products does 
not keep pace with the growth of population, and hence with its 
consuming power, a corresponding advance in the price is unavoid- 
able, and the artificial barrier of customs duties will infallibly facil- 
itate the monopoly of a small number of speculators, drive up the 
market price, diminish the demand for labor, and consequently, in 
the present system of tenancy, with rent in kind, and fill the pockets 
of landowners at the expense of wage earners and small peasants. 
Further, the abolition of the import duty on Chosen rice in par- 
ticular is an urgent necessity, in view of the fact that the develop- 
ment of Chosen is one of the most serious problems for the greater 
Empire, and a cardinal measure of Chosen’s economic development 
is the enlargement of the market for rice from the territory. So, it 
is beyond doubt that the scheme of reduced taxes must begin with 
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* the repeal of this duty, and public opinion had long recognized the 
necessity of the measure and was impatient with the hesitating 
attitude on the part the government. The decrease of revenue due 
to the foregoing adjustment amounts to 1,500,000 yen. 
II.—Reduction of the tax on salt and the tax on soy by one half. 
By the tax on salt I here mean the profits of the salt monopoly. 
I am by no means an opponent of the monopoly system. On the 
the contrary, I am ready to acknowledge the merits of the system in 
preventing the articles of daily necessity for which no substitute can 
be found from being an object of speculative transactions, and in 
providing that the salt intended for use in industry, fishery, and 
agriculture shall be sold at a specially reduced price. Nevertheless, 
I do not hesitate to protest against the extortionate rate of monoply 
profit of 2.50 yen per koku against the original cost of production of 
1.40 yen per koku. The injurious effect is manifested in the succes- 
sive advances of salt prices. The price stood at 1.13 yen per koku in 
1886, and showing 2.26 yen and 5.01 yen in 1896 and 1909, re- 
spectively, it has tended recently to go upward even beyond 5.50 yen 
per koku. The reader is asked to note that these are all wholesale 
prices. As to the retail price, the rising trend has been much 
stronger, due to the expenses incurred for the payment of the inter- 
est of the capital employed and as the recompense for inevitable loss 
of quantity during the transactions. Besides, to the tax on salt the 
soy tax has been extended. The effect of the charge is discernible 
in the movement of the price, which shows a conspicuous upheaval; 
namely, the price which stood at 9.51 yen per Roku in 1886, rising to 
18.29 yen in 1896, advanced to 23.29 yen per koku in 1909, and since 
- that date has ranged at about the same level. In addition to this, 
the high price of salt exerted no small influence upon the prices of 
pickles and salted fish. It is sometimes contended that such 
earnest discussions on this subject are out of place, as the per capita 
burden of these levies is negligible. But I can hardly consent to the 
statement in consideration of the fact that of the profits of the salt 
monopoly, amounting to 10,000,000 yen, and the receipts from the 
soy tax, amounting to 4,610,000 yen, the colossal burden falls with 
undue weight, compared with tax-paying ability, upon the slender 
shoulders of the lower classes, of which the majority of the nation 
consists, to say nothing of the enhanced prices of pickles, fresh meat, 
and vegetables as their mediate and immediate effects. For these 
reasons, I demand the mitigation of the price of monopoly salt and 
the rate of soy tax by one half, and propose the expansion and reform 
of the sale system of the former, in order that it may be extensively 
provided at a moderate price. By this revision the revenue would 
be curtailed by 7,300,000 yen. 
III.—The abolition of the petroleum excise. The petroleum 
excise was prematurely established in this country. In 1904, when 
urgent need of emergency finance led to the 20 per cent increase of 
duties upon imported petroleum, the Exchequer introduced the 
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internal consumption tax on the same article, both foreign and 
domestic, with the rate of 1 yen per koku (10 per cent ad valorem), 
for the duration of six months, in order to prevent speculative 
importation. The tax was soon abolished on account of its meager 
productiveness, as the annual yield of home production of the article 
at that time was estimated at 350,000 koku, which constituted only 
one eighth of the whole quantity consumed. Later on, the enhance- 
ment of the customs tariff to 50 per cent ad valorem, incidental to 
the revision carried out to meet the increased requirements of the 
emergency finance in 1905, encouraged the domestic production of 
petroleum, the output of which increased successively from 500,000 
koku in 1907 to 750,000 koku in 1909, representing one third of the 
inland consumption of the commodity. Under these circumstances 
the Treasury intended to establish the petroleum excise, after the 
system prevalent in France, Austria, and Italy, and in 1908 reintro- 
duced the internal taxation on consumption of petroleum with the 
rate of 1 yen per koku. The influence of the imposition is easily seen 
in the continual rise of the price from year to year; and the market 
price, which stood at 2.91 yen per box in 1893 jumped to 3.91 yen per 
box in 1909. After that time, however, the demand for petroleum, 
and consequently the output thereof, began to diminish, owing to 
the development of the supply of gas and electricity. Such a tend- 
ency toward decline of the domestic petroleum production, which 
forms but one third of the total volume consumed even at the pres- 
ent moment, is disadvantageous not only to the manufacturers but 
also to the consumers, whose interest lies in abundant supply with 
cheap price. Moreover, the consumers of petroleum belong to lower 
classes than the users of gas and electricity and petroleum is indu- 
bitably one of the necessaries of life for the former. So it is a viola- 
tion of the principle of equity that petroleum, which is consumed 
essentially by the majority of poorer people, should be taxed, while 
gas and electricity are exempted from any charge. If the petroleum 
excise be repealed, and the sacrifice of consumers mitigated, the 
interest of the commodity enlarged, and the manufacture of it 
encouraged, the reduction of the price to that extent would be 
realized. This is the reason why I am convinced of the urgent 
necessity of the abolition of the petroleum excise. The reduction 
of revenue due to this change is estimated at 2,000,000 yen. 
1V.—Abolition of tax on cotton fabrics. This tax, which was 
introduced by the revised Emergency Special Tax Law in 1905, 
constitutes our textile excise, together with the tax on silk fabrics, 
established by the same law, and the tax on woolen fabrics, estab- 
lished by the first Emergency Special Tax Law of 1904. The 
excise is to be assessed on the textile wares, at the rate of 10 per cent 
ad valorem, as they are delivered from the factories of the manu- 
facturers or the customs compounds. In consideration of the fact 
that to load the cotton and silk fabrics with a similar burden is 
unjust, and of the fact that the appraisement of the wares is always 
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accompanied by the danger of difference of opinion, the government 
consulted with the Commission on Tax-law Inquiry, intending to 
change the existing ad valorem duty into a specific duty. But the 
attempted revision was not carried into effect by reason of the 
annoyance which would have been caused by the multifarious 
varieties of textile fabrics and the inconvenience, which may be 
increased by specific treatment, in local transactions; and cotton 
fabrics have remained, together with the silk fabrics, under the same 
burden of 10 per cent ad valorem. The ad valorem system may be 
unavoidable in regard to commodities of such extensive use as tex- 
tile fabrics, with great varieties in quality and tremendous dissimi- 
larity in price, for which the specific duty isundoubtedly unsuitable; 
yet the tax on cotton fabrics is not only unfair, as it is charged upon 
a commodity of daily necessity, but also it necessitates no small 
outlay for supervising the manufacturers, scattered all over the 
country, and hampers the development of this branch of industry in 
a great measure. Thus, I can urge with reason the abolition of all 
the taxes on cotton fabrics, as well as of other fabrics intended for 
home use, and the restriction of the textile excise to taxes on silk, 
silk and cotton mixed fabrics, and woolen fabrics, which are con- 
sumed principally by the middle and upper classes of the nation. 
The abolition of the tax on cotton fabrics will be beneficent not only 
because it rectifies the unfairly distributed burden of the poor, but 
because it diminishes the cost of collection of the excise to no small 
extent. These are the reasons why I demand the abolition of the 
tax on cotton fabrics as a constituent part of textile excise. The 
decrease in revenue incidental to this adjustment would be some 
8,300,000 yen. 

V.—Reduction of the sugar excise. This excise has achieved an 
unexpected development, for at the outset such a productiveness was 
not in the least apprehended. In its origin, the sugar excise was 
introduced in order to increase the charge upon foreign sugar as 
supplementary to the conventional tariff, which was very low, not- 
withstanding the circumstances that domestic sugar production was 
deplorably undeveloped and the main portion of the annual con- 
sumption was furnished by imported sugar. Thus, the excise was 
established rather with the economic object of stimulating inland 
production than with the fiscal aim of raising the revenue by means 
of taxation. At the present time, the revision of customs tariff laws 
and commercial treaties having been accomplished, we are placed in 
a position to control the import of foreign sugar, both refined and 
raw, with a statutory tariff. The tariffs vary according to the 
quality of the goods. The rate is roughly estimated at 60 per cent 
ad valorem. The internal tax on consumption of sugar is also 
assessed virtually at the rate 60 per cent ad valorem. Thus, we see 
that foreign sugar is loaded with a burden of 120 per cent, adding 
both customs duty and excise together, while domestic sugar is under 
a charge of 60 per cent. Though the protective tariff occasioned a 
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shrinkage in the importation of foreign sugar and a corresponding 
prosperity of domestic production, it caused a rapid rise in the price 
of the commodity; namely, the price of white sugar, which stood at 
10.35 yen per 100 kin in 1893, and at 10.76 yen in 1903, leaped to 
17.49 yen in 1909, and ever since has maintained about the same 
position. The enhanced price has checked the enlargement of the 
demand for the commodity, and in the present situation the annual 
output of 500,000,000 kin is always accompanied by more or less 
overproduction. Although sugar can not always be counted among 
the necessaries of life, and the sugar excise may prospectively be one 
of the important revenue-yielding sources, the exorbitant advance 
in price exerts nosmall pressure on the livelihood of the nation—a fact 
which is made visible by the standing still of the quantity consumed. 
So, I propose the reduction of this excise by one third. The result- 
ant decrease in the revenue need not besoembarrassing for the central 
Treasury as for the Special Account for Formosa, but even in the © 
latter case the diminution would be transitory, and the yield of the 
excise would gradually recover with the extension of the market if 
the manufacturers and dealers reduced the selling price of the com- 
modity to the extent of the curtailed excise. By this reform the 
revenue would be reduced by 5,000,000 yen. 

VI.—Abolition of the traveling tax. This tax, which was in- 
troduced by the second Emergency Special Tax Law, is a kind of 
’ poll tax somewhat modified with a certain form of graduation, 
according, both to the difference of accommodation (I, II and III 
classes) and to the number of miles traveled. The total abolition of 
the tax has frequently been demanded, but I believe in the reason- 
ableness of its retention as a tax on the benefit enjoyed by the use 
of the means of communication. As the benefit derived from the 
use of the means of communication is essentially represented by the 
amount of fares, the proper method of imposition seems to be to tax 
passengers in proportion to the price of tickets instead of by the 
crude criterion of the traveled mileage. Besides, it is advisable to 
secure for the poorer classes in cities and towns privileged treatment 
by exempting tickets costing less than 5 sen per fare. By this revi- 
sion the revenue would be reduced by 1,000,000 yen. 


Summing up all the items, Dr. Kobayashi proposes the 
following curtailment of state revenue by way of remissions 
of indirect taxes: 


Yen 

Abolition of customs duty on grains................. 1,500,000 
Reduction of tax on salt and on soy..............++- 7,300,000 
Abolition of petroleum excise.........-+..-+++-++-:- 2,000,000 
Abolitionsvol tax om cotton fabricse 2/26 1 s.sie ote elu = 8,300,000 
Reduction of sugar excise by one third...............' 5,000,000 
IRevAsiGhiOlctavelime CAXt cnte ap sevens digs «relays alesis 1,000,000 

MOC AL MaDe iene Aes Secccenioin Ohais: orake EADIE eG efoleateait 25,100,000 


1 Kobayashi, On Financial Readjustment. pp. 1-126. 
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Next to Dr. Kobayashi, Dr. Tanaka may be cited as rep- 
resenting a similar theoretical tendency. His proposals 
concerning this subject are summarized in his work entitled 
Tax System Adjustment, the first edition of which was pub- 
lished in 1909 as the third volume of the Economic Problem 
Series (Keizai Mondai Sosho). Before introducing the out- 
line of his own reform plan according to the book above 
mentioned, it may not be out of place to note his fundamen- 
tal conceptions regarding the problem. He commenced 
the report, which he read at the convention of the Society 
for Social Policy (Shakai Seisaku Gakkai), with a criticism 
of Wagner’s socio-political conception of taxation, and con- 
tended that a tax system adjusted in accordance with this 
conception is not merely incongruous with the financial 
principle of equity, but also the object desired is not attain- 
able by its enforcement, and that the result of the applica- 
tion of the purely financial principle of equity will coincide 
with the requirements of social policy. So, in this respect 
he may well be treated as representing the same tendency of 
thought as Dr. Kobayashi.!. From this standpoint he com- 
mented upon the existing tax system in this country and 
explained his view on the question we are considering, saying: 

As to the proportions of the taxes on acquisition and the taxes on 
consumption, a hasty review of the development of our tax system 
since the dawn of the present century will bring some definite facts 
to light. Already in the Settled Account of the fiscal year 1898, in 
which the proceeds from consumption taxes constituted 56 per cent 
of all tax revenue, in contradistinction to 44 per cent for taxes on 
acquisition, we find such an undue expansion of the tax on 
consumption that it is no more admissible to regard it as a supple- 
mentary tax. Then, after the Sino-Japanese War, the so-called 
second bill for increased taxes obtained the approval of the Imperial 
Diet in its thirteenth session. With this bill, the scheme measure of 
increased taxes amounting to 42,000,000 yen was carried into effect, 
of which sum the taxes on consumption amounted to 68 per cent as 
against 32 per cent for taxes on acquisition. After this, at the time 
of the Russo-Japanese War, taxes were twice increased, with the 


object of yielding a revenue of 144,000,000 yen, of which the receipts 
from taxes on acquisition formed 57 per cent, and those of taxes on 


L eae Taxation System as Seen from the Standpoint of Social Policy, 
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consumption the remaining 43 per cent. So, we do not fail to 
appreciate the necessity of increased taxes incidental to the Russo- 
Japanese War; nevertheless we can not help protesting against the 
post-bellum policy of retaining all the special taxes of the war time 
as permanent taxes, which will necessarily result in the grievous 
oppression of the poorer classes through the impositions on grains, 
petroleum, salt and cotton fabrics, and in so doing will come into 
conflict with the object set up by the social policy. 

Much more unreasonable, it seems to me, is the recent movement 
for reduced taxes. Since the year 1909, when a little surplus began to 
appear in the State Treasury, we have experienced three cases of 
remissions of taxes, and the total sum reduced by the attempts was 
estimated at 38,000,000 yen, of which the yield from the tax on 
acquisition amounted to 32,000,000 yen, that from the tax on con- 
sumption to only 6,000,000 yen. Regardless of the actual fact that 
the lower classes are groaning under the crushing weight of extor- 
tionate taxes on consumption, which include all the necessaries of 
life as taxable objects, the first attempt of the government, when the 
circumstances allowed it, was directed to effect reduction chiefly on 
the side of taxes on acquisition, and thus to mitigate the burden of 
the rich, which is as yet unduly light. Such a preposterous policy 
deserves the name of a movement “which gropes in the darkness,” 
as the Chinese phrase expresses it. For this course of things, we 
must not blame the authorities alone. It is, indeed, beyond doubt 
that there is some fault on the part of the government, yet the 
members of the Parliament, having little information concerning 
financial matters and a poor understanding of social policy, can not 
avoid the responsibility of exploiting the poorer population in 
conspiracy with the authorities. According to the aphorism which 
Colbert coined at the end of the seventeenth century, the key to 
efficient finance is to pull out as much feather as possible from the 
geese without letting them quack. The ‘‘choked geese” in Colbert’s 
sense, are the lower classes of this country, who lie prostrate under 
the crushing weight of heavy taxation, and, knowing no way of giv- 
ing vent to their complaint, resign themselves to their predestined 
doom. Such a state of things is more than the supporters of social 
policy can endure.! 


Now, let us examine his concrete plan with regard to this 
problem according to his work above cited, Tax System 
Adjustment. 


There are many points to be discussed concerning the tax on sake, 
the tax on soy, the sugar excise, the tax on bourses, the tax on the 
issue of bank notes, the tonnage dues, the customs duties, the succes- 
sion duty, the petroleum excise, the stamp receipts, and others; 
and the defect common to them all is the improper choice of the 
standard of taxation. Such reforms, therefore, as the change of the 

1 Kobayashi, Tax System as Seen from the Standpoint of Social Policy, pp. 35-8. 
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standard from the color to the purity, in the case of the sugar excise, 
and from the quantity of issue to the profits derived therefrom, in 
the case of the tax on the issue of bank notes, must be carried outin 
connection with all the aforesaid taxes. However, as revision of 
the standard of taxation is a problem of smaller significance, I will 
not dwell upon it for the present. First, we must pay special atten- 
tion to the import duty on rice, which was introduced at the time of 
the Russo-Japanese War, with the twofold aim of protecting the 
peasants against the increased land tax and of increasing the reve- 
nue of the state. But the duty is the most conspicuous of-all the 
bad taxes, for it not only lacks the ability to secure the necessary 
protection to the peasants, but it also oppresses the lower people. 
The reason is this: As foreign rice, for the most part, is inferior to 
domestic rice in quality, the treatment of foreign rice as free goods 
will never result in driving the domestic rice out of the market, and 
consequently causing the decline of inland agriculture; but the 
quantity to be imported of the former will not surpass the deficit 
in the supply of the latter. Though it is not unlikely that the inces- 
sant growth of population may cause a rapid increase of the impor- 
tation of foreign rice and hamper the development of inland agri- 
culture, the universal elevation of the standard of life, with which 
our economic development is always attended, will undoubtedly 
induce people to prefer domestic rice, high-priced but of superior 
quality, to foreign rice, cheap but of inferior quality, and the former 
will by no means be replaced by the latter. Thus, obviously the 
import duty on foreign rice has no efficacy in protecting inland agri- 
culture on the one hand, and on the other hand to lay an imposition 
on that portion of rice which is necessary to fill the deficit of domestic 
production is to burden the lower people still more heavily. For 
these reasons, the tax under discussion should be abolished, and the 
consequent decrease in the revenue, amounting to 4,000,000- 
5,000,000 ‘yen, must be faced. 

Further, the textile excise, the traveling tax, and the salt monop- 
oly must be abolished, for reasons which will be explained presently. 
As to the textile excise, the inclusion of such daily necessaries as 
cotton fabrics as taxable objects is closely connected with the unfair 
distribution of the burden. In textile fabrics, moreover, we find 
multifarious varieties of quality and extreme discrepancies in prices, 
owing to the difference in materials and method of weaving and dye- 
ing; and not only is the movement of prices influenced by the higher 
or lower prices of materials, greater or lesser cost of labor, and brisk 
or dull markets, but sudden fluctuations in an unlimited degree may 
be caused sometimes by changes in tastes and fashion. Upon a 
commodity with such characteristics, fair and exact imposition is 
next to impossible, and when the appraisement of the commodities, 
so difficult for even the specialist dealer, in the case of the woven 
goods he is not accustomed to handle, is entrusted to the inexperi- 
enced revenue officials, it may lead to the recurrence of athousand 
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evils, even to the open practice of bribery and the outburst of riots. 
If we grant the supposition that unfair taxation is bearable, yet to 
incur no small loss from the hindrance of the smooth progress of 
business transactions and the quick utilization of favorable con- 
junctures, and to suffer serious disadvantages from the divulging of 
business secrets, which frequently occur in consequence of the exam- 
ination of business documents and inspection of the factories, is 
more than the business men concerned canendure. The tax of which 
distribution of the burden is so unfair and the damage done to the 
weaving trade is so conspicuous, while the revenue is so meager as 
20,000,000 yen, must be the foremost of all the notorious taxes. 

The traveling tax also is a bad tax. The intensive and extensive 
development of communication is the indispensable prerequisite of 
the industrial evolution and cultural progress of the country, and 
the reason the government resorted to so decisive a measure as to 
nationalize at a stroke all the trunk lines in the Empire at the very 
time of fiscal exigencies subsequent to the Russo-Japanese War, 
was evidently that the authorities recognized it as one of the most 
urgent post-bellum economic rearrangements. Under such circum- 
stances, it is an obvious contradiction to impede the industrial 
development and cultural progress with the continuation of the trav- 
eling tax, especially established for the emergency. 

It will be superfluous to dwell upon the inferiority of the salt 
monopoly as a fiscal resource. As salt is a prime necessary of life, 
the tax on it is indubitably unfair in disregarding the tax-paying 
ability, and the unfairness is still more aggravated by the fact that 
physiological need forces the lower classes to consume: more salt 
than the middle and upper classes. Moreover, in our monopoly 
system, which refuses to take the differences in quality into account 
and assesses a uniform rate of 2.50 yen per koku or 1.48 yen per 100 
kin, the poor, who consume inferior salt, must bear an unjust burden 
as compared with the rich, who consume superior salt. The impost 
is attended not only with unfair distribution of the charge, but also 
it stands in the way of industrial development, because salt is an 
indispensable material in stock farming, agriculture, manufacturing, 
and fishing. To retain the salt monopoly on the presumption of 
protecting domestic production is a great mistake, and the evidence 
shows that the enforcement of the Salt Monopoly Law has hindered 
inland production instead of encouraging it, and only resulted in 
the oppression of the lower classes. 


The taxes to be abolished and the loss to be incurred due 
to the aforesaid reform are as follows: 


Yen 
Abolition of textile excise... 2 «idle doe cee He oh sires 19,460,000 
ADOUPIONNOR TEA Vell Gita Ks. eyamietae al uie ssh veyaciels “yee 2 2,480,000 
Abolition Of salt mMOnOpOly.: vtec 1 <1 tie sieceye lelasye sg le6 10,650,000 
Abolition of import duty on grains..............-.. 4,000,000 


TOGA eps aioe steele othe stale sete oe tnisle 36,600,000 
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The plan therefore demands the reduction of revenue by 
36,600,000 yen; but if we subtract from the sum the cost 
of collection, which the Treasury could save by the repeal, 
amounting to something like 5,000,000 yen —viz., 800,000 yen 
in the textile excise, 50,000 yen in the traveling tax, and 
4,120,000 yen in the salt monopoly—the effective curtail- 
ment of the revenue may be estimated at 31,600,000 yen." 

There is another group of theorists whose position is dis- 
tinct from that of Dr. Kobayashi and Dr. Tanaka. We may 
well describe them by the name of the “‘historical’’ school, 
as they are accustomed to lay store by the historical facts. 
In the following pages Dr. Matsuzaki will be quoted as a 
representative of the school. He was a member of the 
Commission of Inquiry into the Bill of Tax-Law Adjustment, 
and we can get a glimpse of his reform plan in the articles 
which he published in the Japanese Economic News (Nihon 
Keizai Shinshi), in 1907 and 1908, and afterward in book form, 
entitled Tax-Law Adjustment. In this book, before noting 
his own opinions, he points out five characteristics of our 
tax system as follows: 

1. Formerly in our tax system the constituents were essentially 
direct taxes, especially real taxes (land tax). 

2. Although subsequently the taxes on revenue other than from 
land and excises were newly introduced, yet at least to the time of 
the Russo-Japanese War direct taxes were the backbone of the 
system. 

3. For this reason the burden of taxation fell most heavily upon 
the shoulders of the middle class as compared with the lower or higher 
classes. 

4. The introduction of excises led to the shifting of the burden 
to lower grades of society, and the imposts charged were principally 
upon necessaries of life and commodities which are objects of busi- 
ness transactions, closely connected with industrial progress, while 
the luxuries, which are objects of mere consumption, were overlooked. 

5. Recently, under the pretext of equity, an absurd reform of 


tax rates was attempted, which resulted only in manifold contra- 
dictions. 


Considering the above characteristics of our tax system 
and the growth of the nation’s power of consumption, the 
1 Tanaka, Tax System Adjustment, pp. 94-104. 
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author demands the extension of indirect taxes, and excises 
in particular, but he wishes to limit the taxable objects to 
such articles as tobacco, sake, and drinks of various kinds, 
which are not necessaries of life! According to his project 
of excise reform, he proposes to repeal the textile excise and 
the salt monopoly and to supplement the deficit by the 
extension of the tobacco monopoly and the tax on sake. 
He argues as follows: 


The deficit of public revenue incidental to the abolition of the salt 
monopoly may be estimated at 42,981,820 yen, which amount is by 
no means contemptible. As the expenses of the monopoly amount 
to 13,927,481 yen, the real loss to the state Treasury is the balance 
of the two sums, viz. 29,045,339 yen. As we observe at the present 
moment that the output of sake and beer shows a tendency of con- 
tinual growth, and the increase of tobacco consumption is still 
more startling, the gap due to the aforesaid reform may be filled 
without much difficulty by increasing the charges upon these com- 
modities. Even though such extension of excises be not sufficient 
to meet the deficit, there is evident possibility of attaining the pur- 
pose by the increase of customs duties. Thus, if we take it for 
granted that our financial conditions will maintain the status quo, 
the right measure to be pursued is to increase the tobacco monopoly 
and the tax on sake and to repeal the textile excise and the salt 
monopoly.? 


In his recent work, Social Morality and Economy, Dr. 
Matsuzaki inserts a chapter under the title of ‘‘Quintessence 
of Tax-Law Reform,” in which he asserts: 


The tax on sake, among other excises, seems to have attained its 
climax, and increase of revenue from it can hardly be expected. As 
to customs duties upon imported alcoholic liquors, in contradistinc- 
tion to the case of the tax on sake, we find an obvious possibility of 
extension. Further, the profits of the tobacco monopoly, as far as 
I am informed, have the prospect of increasing. As to the textile 
excise, I propose at least the revision of the tax on cotton fabrics in 
future. The customs duty which was imposed upon imported cot- 
ton has been entirely abolished for the purpose of developing our 
spinning industry; however, while the abolition changed cotton 
goods into one of the most important exported commodities, the 
domestic production of cotton suffered no trifling loss, and in some 
places the production was totally abandoned. In view of these 
conditions, I propose the restoration of the customs duty on im- 

1 Tanaka, Tax System Adjustment, pp. 1-7, 61-3. 
2 Tbid., pp. 67-8. 
17 
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ported cotton, with the provision for refunding drawbacks on ex- 
ported cotton yarn, and the simultaneous abolition of the tax on 
cotton fabrics. Though the manufacturers may lose something in 
interest upon capital employed, the increase of which is necessitated 
by the imposition on imported cotton, the loss will be offset by 
granting them the privilege of delaying payment of tax. The pur- 
suance of such measures will certainly stimulate domestic produc- 
tion of cotton on the one hand and reduce the cost of collection of 
the textile excise on the other. Of all the customs duties, the duty 
which is most commonin European countries and still absent in this 
country is the tax on daily drinks, such as tea, coffee, and others. 
It is a strange fact that tea, which is the favorite daily drink of the 
Japanese, is exempted from any taxation. The authorities pre- 
ferred daily necessaries like salt and soy to tea and coffee as taxable 
objects; but I am rather inclined theoretically to believe in the 
reasonableness of the reverse policy. 


Further, the professor elucidates his fundamental views 
concerning the assessment of excises, and says: 


About a half'century ago, European writers rejected taxes on 
necessaries of life and taxes on materials of industry, as a whole, for 
the reason that the former by raising wages and the latter by increas- 
ing the cost of production would impede the commercial and indus- 
trial progress of the country. Most of the contemporary oppo- 
nents of excises are earnest followers of this doctrine. Excises are, 
however, not to be rejected altogether. If combined with proper 
procedure of assessment, the tax under discussion constitutes an 
indispensable part of the tax system in order to effect a fair distribu- 
tion of the national burden. There is another group of theorists 
who decidedly oppose the imposition on necessaries of life for the 
reason that it oppresses the livelihood of the lower population, 
especially of laborers. The evidence of the facts shows that the 
imposition on these articles will not immediately burden the liveli- 
hood of the wage earners, as some theorists imagine, for the taxed 
commodities are not the only articles that laborers consume, and 
even of the taxed goods the quantity consumed does not always re- 
main under the limit of necessity. As to the betterment of the 
livelihood of the wage earners, we ought to expect much from moral 
elevation and remodeling of character, and compared to these the 
imposition of excises is a problem of much less significance.! 


Thus, we see the professor maintains his former opinions 
in demanding taxation upon consumption, especially upon 
luxuries, and in justifying the extension of excises in general, 
excepting the tax on sake, of which he finds no possibility of 


increase, contrary to his former assertion. 
1 Matsuzaki, Social Morality and Economy, pp. 269-70. 
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I propose now to cite Dr. Kambe as another representative 
of this tendency to emphasize the taxation of luxuries. He 
writes as follows: 


Although the burden of excises is by no means light in this coun- 
try, yet if taxable objects are properly chosen and the rates of taxes 
are moderate, they are certainly a good resource. In selecting the 
taxable objects, special care must be exercised not to impose upon 
materials of production nor necessaries of life, but luxuries of more 
or less extensive use, and not to hinder the national production but 
to protect and encourage it. It is true that there is scarcely any 
commodity which fulfils all these requirements; but we may find 
examples of the sort, though incomplete, in sake, tobacco and sugar, 
with respect to which there is a possibility of extending taxes when 
necessary. It is contended sometimes that sake and sugar must be 
put under a monopoly system, as in the case of salt. Though the 
contention is not without reason, in view of the present financial 
situation, it is not the proper time to carry it out, for at this time, 
when the argument for the repeal of the nationalization of railways 
is often heard, and especially since the issue of public loans to defray 
the necessary expenditures is not desirable, the execution of such a 
plan is almost impossible. Moreover, in regard to sugar, the num- 
ber of manufacturing factories is so small that supervision is quite 
simple, thus making invalid one reason for monopolization. The 
customs duties yield an enormous revenue, even at the present time, 
and the coming enforcement of the revised customs tariffs will pro- 
vide still more receipts. According to the new customs duties, 
higher rates than the existing conventional tariffs are to be imposed 
on many articles, and the chief motive for the revision in this line 
lies not only in the financial reasons but also in considerations of 
commercial policy and protection of domestic production. But I 
am against the extension of the import duty on grains. Even if 
the object aimed at is the protection of agriculture, the result would 
be to stimulate the concentration of land ownership and lead to the 
tyrannical domination of larger landowners, benefiting larger peas- 
ants and landowners exclusively, or at least conferring upon them 
greater advantages than upon the smaller ones. So, even from the 
standpoint of agriculture, I hesitate to approve this proposed reform. 
From the standpoint of consumers in general and low-wage earners 
in particular, as well as of commerce and manufacture, I am decidedly 
against it. Lastly, if we regard the financial maxim that the 
tax must be levied in accordance with tax-paying ability, the import 
duty upon grains must be numbered among the most unjust taxes, 
for it pays little regard to the personal concerns of contributors in 
charging larger families more heavily than the smaller, and denies 
discriminative treatment between incomes from labor and those 
from capital in charging with the self-same rate both laborers and 
capitalists. Again, the salt monopoly, like the customs duty upon 
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grains, should be opposed as contradicting the cardinal maxim of 
taxation. The government seems busy in rearranging salt fields and 
in reforming the sales system, but I am rather sceptical regarding its 
efficacy and recommend abolishing the salt monopoly and leaving 
it to private enterprise. Neither can I approve the petroleum 
excise, because it charges the lower classes much too heavily, but 
rather I believe in the propriety of levying on electricity for lighting 
purposes. Though counted among the three bad taxes, together 
with the salt monopoly and the traveling tax, the textile excise 
should not be absolutely condemned. As the tax is imposed on 
such a necessary of life as clothing, it is undoubtedly a worse impost 
than taxes which charge luxurious articles, such as sake, tobacco and 
sugar. But compared with the imposts which levy upon daily 
necessaries, with little elasticity in their demand, such as salt and 
rice, the tax under discussion can be named a better tax, for this or 
that tax can never be called a bad or a good tax in an absolute sense 
but only in a relative sense. The textile excise, as far as it is con- 
cerned with the taxable objects only, is in no way abadtax. Since 
the textile excise is called a notorious tax, because of the incomplete- 
ness in its collecting procedure, if reform in this line is practicable 
it should not be rejected as a bad tax. Especially, the sudden aboli- 
tion of it will disturb the natural course of business life, causing 
unexpected profit on the one hand and unexpected:loss on the other. 
Though the embarrassment, being a temporary phenomenon, may 
be endured, the state Treasury will not be able to cover the deficit 
of 10,000,000 yen, due to the repeal, without suffering a great incon- 
venience. So, the abolition of the tax is inadvisable; but the re- 
.form in the method of its collection is desirable. 


As seen above, Dr. Kambe proposes the abolition of the 
customs duty on grains, the petroleum excise, and the salt 
monopoly, and the reform of the textile excise; but we can 
not ascertain the amount of revenue to be reduced.! 


Besides the four professors above cited, viz., Dr. Kobay- 
ashi, Dr. Tanaka, Dr. Matsuzaki, and Dr. Kambe, theorists 
such as Dr. Horié, Dr. Utsunomiya, Dr. Tajiri, and Dr. Kudo? 
have frequently published their views on the problem under 
consideration, but so far as I know there is not one who has 
published his concrete project covering the entire problem. 

Lastly, there is still another group of theorists who criti- 
cize the existing tax system from standpoints other than 
those above mentioned, of whom Dr. Ogawa stands foremost. 


1 Kambe, Financial Essay. 
2See note, ante, p. 208. 


RECENT PROBLEMS RELATING TO INDIRECT TAXES 245 


At the ninth convention of the Society for Social Policy, held 
in December, 1915, he read his report on the ‘Tax System 
in Japan,” and commented as follows upon the existing system 
of excises: 


When viewed from the standpoint of the tax system of the coun- 
try, excises are also indispensable. Setting aside the impracticable 
assertion of socialists that excises should be entirely abolished, 
even from the standpoint of social policy, the total repeal of excises 
is by no means necessary. If we set our eyes upon excises only, 
certainly they may be unjust; but if we combine them with taxes 
on acquisition, that is, direct taxes, and if the combination is not 
improper, the tax system as a whole can be fair and just, differing 
not so much from the requirements of social policy. So, we see, 
one can not be free from the blame of a too-hasty conclusion in 
condemning a given tax system on account of the mere existence of 
excises among its components; the socio-political valuation of 
excises must differ according to the difference in the structure of the 
“tax system. 

Excises are imposts resting on consumption, such as drinking of 
sake, smoking of tobacco, use of soy, and others, based on the pre- 
sumption that consumption signifies the existence of tax-paying 
ability. In the present state of things excises are levied on com- 
modities which are objects of general consumption; the poor and 
rich are charged with the same burden irrespective of their tax- 
paying ability. Such equal treatment of the ‘poor and the rich is 
obviously unfair; and there lies the drawback of thisimpost. Take 
the tax on sake as an example. The uniform rate means a heavier 
burden for the poor, because the sacrifice should not be measured by 
the amount of money contributed but by the subjective feeling 
connected with the contribution, and thus we can condemn the 
tax, from the standpoint of social policy, as oppressing the poor 
unjustly. Generally speaking, excise is always attended with the 
danger of falling into this defect owing to its peculiar nature and col- 
lecting procedure. I do not deny, however, the existence of such 
an excise as charges the rich heavier than the poor. The tax system 
of this country is not wanting in instances of excises of this descrip- 
tion. The sugar excise is one, different rates being assessed accord- 
ing to the differences in quality. Black sugar, which is principally 
consumed by the poor, is charged at the rate of 2 yen per kin, while, 
the rates being gradually enhanced, sugar candy and lump sugar 
are imposed at the rate of 10 yen per kin. According to the Sugar 
Excise Law, sugar is graded into six classes, upon the basis of Dutch 
standard color, and taxed at the graduated rates, the first class 
being sugar under No. 11 of standard color, this again being sub- 
divided into black sugar in cask, shirojita (masse cuite) in cask, and 
others, the second class being under No. 15, the third class under 
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No. 18, the fourth class under No. 21, the fifth class above No. 21, 
and the sixth class being sugar candy, lump sugar, loaf sugar, and 
the like. These classes and subclasses are imposed with rates of 
2 yen, 2.5 yen, 3 yen, 5 yen,-7 yen, 8 yen, 9 yen, and 10 yen per 100 
kin, respectively. The operation of such a tax, graduated according 
to quality, will be to levy lightly on the poor and heavily on the rich, 
because the number of poor who eat lump sugar is insignificant. 
Therefore, if an excise be framed in this way, it can answer the 
requirements of social policy, viz. to burden lightly the weaker and 
heavily the stronger. We find another example in the tax on 
tobacco. In Japan, tobacco is subject to the monopoly system; 
nevertheless, the fact does not affect in the least its nature as an 
excise. There are several kinds of tobacco and cigarettes, with 
different prices and different tax rates. Students with little means 
are accustomed to smoke tobacco and cigarettes of inferior quality, 
while the rich prefer those of superior quality, or sometimes, not 
satisfied with the domestic goods, smoke imported ones. Thus we 
see, with regard to tobacco also, the principle of taxing the rich 
more heavily is realized to a certain extent by means of a graduated 
tax rate. 

These two, however, are rare exceptions in our tax system; most 
of our excises are levied with a uniform rate, and consequently the 
incidence falls more heavily upon the poor. Let us begin with 
daily necessaries. First, imported rice is levied with a customs 
duty the rate of which is necessarily uniform, irrespective of con- 
sumers. With regard to salt, a government monopoly has been 
carried out, and the price being fixed at 2.50 yen per Roku, the rich 
and the poor bear the same load of public charge. The tax on soy 
is another instance. The consumption of soy is taxed at the rate 
of 1.70 yen in the case of ordinary soy or 1.60 yen in the case of 
tamart (soy of inferior kind), and as the amount consumed may not 
vary, whether the consumer is rich or poor, the tax charges both 
equally. Further, as to the tax on sake, which forms an essential 
part of our excise system, though the tax rates are more or less 
graduated according to the degree of alcohol contained, the uniform 
rate of 20 yen per koku is levied on ordinary sake, viz. refined sake, 
unrefined sake, white sake, containing twenty degrees or less of alco- 
hol, and, mirin and shéchu, containing thirty degrees or less of alco- 
hol; and, remembering the fact that any kind of sake which contains _ 
more than twenty degrees of alcohol is a rare exception, it may be 
asserted without exaggeration that the rate of the sake tax is practi- 
cally uniform. Thus, sake is taxed with the same burden of 20 yen 
per koku whether it is consumed on the laborer’s table or is con- 
sumed at the luxurious banquet of the wealthy. As the price of 
sake is not reduced because the consumer is poor, the tax, by levying 
similar charges, oppresses the poor more heavily than the rich. 

There is a still more unjust kind of excise which taxes commodities 
at the same tax rate regardless of their quality, ignoring the obvi- 
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ous truth that the poor, who consume the inferior goods, should be 
taxed lightly. An example of this kind of impost is the textile 
excise, which charges silk, woolen, and cotton fabrics with equal 
burden, in spite of the fact that those who wear silk or woolen clothes 
are wealthier than those who wear cotton ones. Though it is pos- 
sible to graduate tax rates according to differences in quality of the 
woven goods, the existing law provides the uniform rate of 10 per 
cent ad valorem. The result is that the poor, who put on cotton 
clothing only, bear the same burden as the rich, who wear silk or 
woolen garments, and consequently the former suffer unfairly. 
The worst type of this kind is the tax which falls exclusively on the 
poor and exempts the rich. The petroleum excise is an example. 
Petroleum is levied at the rate of I yen per koku. Even though one 
koku of petroleum will serve for a long time when used with a petro- 
leum lamp, yet the consumption of one koku is invariably attended 
with the tax of 1 yen. Poor pupils, who study hard under the flicker- 
ing light of a tiny petroleum lamp, and peasants, who are busy at 
their night work under the dim light of a hanging lamp, pay the 
petroleum tax, while the electric light, which lights the faces of the 
economically stronger, is totally exempted from any taxation. It 
is exceedingly absurd to tax petroleum and exempt electricity and 
gas, grievously annoying the poor at their night work, while the 
wealthy are left unembarrassed in their extravagant evening parties. 
Analyzed in this way, we can conclude that the Japanese excises 
fall lightly on the rich and heavily on the poor. So, Japanese ex- 
cises may be called regressive. A regressive rate is the opposite of 
a progressive rate; and while in the latter case the heavier burden 
is laid on the rich, in the former a higher per cent is assessed on the 
poor. Itis preposterous to tax sparingly the wealthy, with sufficient 
ability to contribute, as in the case of fares, where the charges for 
the longer journey are proportionately less. Thus, we perceive that 
the urgent need of adjustment lies not so much in the abolition and 
reduction of the excises as in the correction of their absurdities.1 


Though Dr. Ogawa criticizes the existing excise system 
from the socio-political viewpoint, in contradistinction to 
the purely financial standpoint of Dr. Kobayashi and Dr. 
Tanaka, the conclusion of the former, it seems to me, is not 
so different from that of the latter. 

As seen from the preceding description, among the able 
scholars in this branch of science there are none who pro- 
pose the total abolition of excises, but they are unanimous in 
demanding their partial abolition or reform, and the excises 
of which partial abolition or revision is required are the im- 


1 The Tax System as Seen from Standpoint of Social Policy, pp. 46-52. 
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posts upon daily necessaries, such as customs duty on grains, 
the petroleum excise, the salt monopoly, the textile excise, 
the traveling tax, etc. As to the extent of abolition and of 
revision, these scholars are at variance with one another, 
according to their views of the present situation of our 
national economy and finance, but, roughly speaking, they 
propose reductions amounting to from 25,000,000 yen to 
30,000,000 yen. 

The leading principles which Andree these reform plans 
are diverse; some have recourse to a purely financial taxation 
policy, others lay much importance on historical facts, and 
still others adhere to the socio-political principle. Though 
followers of the purely financial principle are most numerous, 
disciples of Wagner's socio-political taxation policy are not 
wanting. Mr. Ueda, professor of the Tokyo Higher Com- 
merical School, may be cited as a representative of the latter. 
He delivered a lecture at the tenth convention of the Society 
for Social Policy, held in December, 1916, on the subject of 
“Taxation and Social Policy,’ the purport of which is as 
follows: 


The opponents contend that socio-political taxation is inconsistent 
with the requirements of justice and sacrifices the end for the means; 
but I can not agree to the contention. The problem of justice and 
equality in relation to the assessment of taxes was first dealt with 
by the orthodox economists, and has an intimate connection with 
their fundamental conception of economic policy. As they were 
convinced of the truth that the best policy is the policy of Jazssez- 
faire, they opposed all the human interferences that disturb the 
natural course of things, and accordingly they disowned the social 
policy which attempted to interfere with the mode of distribution 
and to bridge the gap between the wealthy and the destitute. 
Touching the taxation problem, they recognized only the purely 
financial taxation policy, which levies upon every income propor- 
tionately and which does not result in any disturbance of the natural 
course of things, as fulfiling the requirement of justice, while they 
rejected the socio-political taxation policy as opposed to it, which 
attempts to reform the mode of distribution by exempting orimpos- 
ing lightly on the poor and by charging the rich heavily. Of course, 
we can not but recognize the consistency of their theory of justice. 
In this country, however, not a few supporters of the social policy 
are wont to reject socio-political measures in regard to their taxation 
theory, and thus they fall into logical inconsistency. The social 
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policy demands the rationalization of the existing irrational mode 
of distribution, and every measure it recommends takes something 
from the rich and spends it for the benefit of the poor. So, for 
those who pronounce Jaissez-faire as the leading principle of eco- 
nomic policy, none but the purely financial taxation policy fulfils 
the demand of justice; but those who have abandoned the Jaissez- 
faire principle can not reasonably condemn socio-political taxation 
as unjust. If the existing unfair mode of distribution may be 
remedied, even a little, by means of any kind of taxation, such a tax- 
ation policy must be called just. 

Further, is socio-political taxation a proper means for realizing 
the aim of the social policy? The antagonists argue that if the 
socio-political taxation policy be carried out, the rich would be 
oppressed, the poor become lazy, the growth of national wealth 
retarded, and the social policy deprived of resources. But the dis- 
tribution policy by no means sets at naught the production policy 
and to rectify the mode of distribution without trenching upon 
production is not an unattainable matter. We find a good example 
in factory legislation. All such measures as the adoption of a 
progressive rate, abolition of excises on daily necessaries, exemption 
of the minimum of existence, the tax on increased land values, 
succession duty, and heavy tax on other unearned incomes, not 
only contribute to the realization of the aims of the social policy, 
but also do not necessarily impair the accumulation of wealth in 
the hands of the rich, sometimes even stimulating and promoting 
it, so that national wealth may increase with greater rapidity. 
Thus, we see that the social policy is not opposed to the requirements 
of justice and that it never sacrifices the end for the means.! 


CONCLUSION 


In conclusion, I want to say that although the war-tax 
problem has never been discussed under that name, either in 
the Imperial Diet or in academic circles, yet practically it has 
existed as the excise problem, which forms the essential part 
of the war taxes, as I have explained in the foregoing research. 


1 For more minute details, the article entitled ‘Taxation and Social Policy ue 
by the same writer, appearing in the Journal of National Economy (Kokumin 
Keizai Zasshi), December, 1916, no. 6, vol. 21, should be referred to. 
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